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TITLE  10— WAR  DEPARTMENT 
Chapter  VII — Personnel 

Part  73 — ^Appointbaent  of  Commissioned 

Officers,  Warrant  Officers  and  Chap- 

'  LAINS 

second  LIEUTENANTS 

Sections  73.53^  and  73.56  (d),  (f)  and 
(h)*  are  hereby  amended  to  read  as 
follows: 

§  73.53  Apportionment  of  appoint¬ 
ments.  The  number  of  second  lieuten¬ 
ants  to  be  appointed  in  the  Regular  Army 
annually  from  Group  3  will  be  deter¬ 
mined  by  the  Secretary  of  War.  These 
appointments  will  be  divided  among  corps 
areas  in  proportion  to  the  number  of 
second-year  advanced  senior  division  Re¬ 
serve  OflScer’s  Training  Corps  students 
of  institutions,  other  than  medical,  with¬ 
in  the  continental  United  States  which 
offer  a  college  degree  upon  satisfactory 
completion  of  not  less  than  a  4-year  col¬ 
lege  course.  (41  Stat.  774;  10  U.S.C.  484, 
amended  by  sec.  7,  53  Stat.  657)  IPar. 
2,  A.R.  605-7,  Dec.  31.  1940,  as  amended 
by  Cir.  155,  W.  D„  May  21,  1942.] 
***** 

§  73.56  Method  of  selection.  •  •  • 

(d)  Upon  arrival  of  the  board  at  each 
school,  all  candidates  authorized  to  ap¬ 
pear  before  the  board  who  desire  to  apply 
for  appointments  in  the  Regular  Army 
will  be  requested  to  report  to  the  board 
for  examination.  The  examination  will 
consist  of  study  of  the  records  submitted 
to  the  board  by  the  professors  of  military 
science  and  tactics  of  the  institution,  and 
of  any  other  records  necessary  to  deter¬ 
mine  whether  or  not  the  applicants  com¬ 
ply  with  all  legal  requirements  for  ap¬ 
pointment  as  commissioned  ofiBcers  in 
the  Regular  Army  and  a  physical  and 
oral  examination  of  each  candidate. 
The  candidates  will  be  given  an  oppor¬ 
tunity  to  express  to  the  board  ttieir 

*  5  PH.  256. 
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preference  as  to  the  arm  or  service,  other 
than  the  Aif  Corps,  in  which  they  desire 
to  be  assigned  but  will  be  informed  by  the 
board  that  final  assignment  to  arms  or 
services  will  be  determined  by  the  War 
Department.  They  also  will  be  in¬ 
formed  by  the  board  that  actual  appoint¬ 
ment  is  subject  to  appropriations  of  the 
necessary  funds  by  Congress,  and  to 
meeting  the  requirements  ot  a  final  phys¬ 
ical  examination  prior  to  appointment. 
The  board  will  likewise  interview  the  pro¬ 
fessor  of  military  science  and  tactics  at 
each  school  for  the  purpose  of  obtaining 
his  views  and  recommendations  concern¬ 
ing  each  applicant. 

«  *  •  «  ♦ 

(f)  The  Adjutant  General  will  ap¬ 
point  a  board  of  oRBcers  of  not  less  than 
one  member  of  the  G-1  Division,  War 
Department  General  Staff,  one  member 
from  the  office  of  one  of  the  chiefs  of 
sums  or  services,  and  one  member  of  the 
Adjutsuit  General’s  Department,  to  ex¬ 
amine  the  records  submitted  and  to  rec¬ 
ommend  candidates  for  sippointment  in 
the  Regular  Army,  and  assignment  of 
the  candidates  selected  to  the  arms  or 
services,  other  than  the  Air  Corps.  The 
War  Department  board  also  will  recom¬ 
mend  a  number  of  alternates  in  carder 
of  priority  for  each  corps  area  similar 
to  the  number  to  be  appointed  there¬ 
from.  In  all  cases  where  the  War  De¬ 
partment  board  recommends  a  candi¬ 
date  for  appointment  in  the  Corps  of 
Engineers  or  the  Signal  Corps,  it  will  be 
Indicated  whether  or  not  the  chief  of 
arm  concerned  concurs,  and  his  reasons 
in  case  of  nonconcurrence. 

*  *  *  *  # 

(h)  Candidates  selected  by  the  War 
Department  who  pass  satisfactorily  the 
final  physical  examination  will  be  ten¬ 
dered  appointments  as  second  lieuten¬ 
ants  Regular  Army,  in  the  arms  or  serv¬ 
ices  designated  by  the  War  Department. 
Date  of  appointment  of  those  who  grad¬ 
uate  prior  to  July  1  will  be  on  or  about 
July  1  of  each  year  if  legally  eligible  for 
appointment  on  that  date.  Date  of  ap¬ 
pointment  of  those  who  graduate  on  or 
after  July  1  but  prior  to  September  1 
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will  be  on  or  about  September  1  of  each 
year  if  legally  eligible  for  appointment 
on  that  date.  Date  of  appointment  of 
those  who  are  ineligible  for  appointment 
on  July  1  or  September  1  because  they 
are  less  than  21  years  of  age  will  be  the 
date  upon  which  they  become  21  years 
of  age,  if  otherwise  legally  eligible  for 
appointment  at  that  time.  In  case  any 
of  these  decline  appointment,  the  ap¬ 
pointment  will  be  tendered  to  the  next 
qualified  alternate  in  order  of  priority 
indicated  in  paragraph  (f)  of  this  sec¬ 
tion,  from  the  corps  area  in  which  the 
original  appointee  was  selected.  (41 
Stat.  774;  10  U.S.C.  484  amended  by  Sec. 
7,  53  Stat.  557)  [Par.  5,  AR  605-7,  Dec. 
31,  1940,  as  amended  by  Cir.  155,  W.D., 
May  21.  19421 

[SEAL]  J.  A.  Ulio, 

Major  General. 

The  Adjutant  General. 

[F.  R.  Doc.  42-5252;  Filed,  June  4,  1942; 

11:33  a.  m.]. 


Part  79 — Prescribed  Service  Uniform 

ornamentation  of  officers  summer 
SERVICE  uniforms 

Section  79.9  (b)  (2)  (v)*  is  hereby 
amended  to  read  as  follows: 


NOTICES 

Bituminous  Coal  Division: 
Applications  for  registration  as 


distributors _  4277 

Code  membership  restored: 

Lone  Star  Coal  Co.,  Inc _  4281 

Morphew.  R.  B _  4281 

Hearings,  postponements,  etc.: 

Nyman,  Carl _  4282 

Peabody  Coal  Co _  4282 


§  79.9  Coat.  *  •  • 

(b)  Service;  summer;  for  officers  and 
warrant  officers.  *  *  • 

(2)  •  •  • 

(v)  Ornamentation.  For  officers  a 
band  of  khaki  color  braid  V2  inch  in 
width  on  each  sleeve,  the  lower  edge  3 
inches  from  end  of  sleeve.  For  warrant 


*  7  PR.  12,  2987. 


officers  who  served  honorably  as  com¬ 
missioned  officers  in  the  first  World  War 
a  similar  band  of  forest  green  braid  sim¬ 
ilarly  placed.  Other  warrant  officers 
will  have  no  braid  on  the  sleeves.  (R.S. 
1296;  10  U.S.C.  1391)  [Par.  9a  (2),  AR 
600-35,  Nov.  10,  1941,  as  amended  by 
Cir.  165,  WX>..  May  29,  19421 
[seal!  j.  a.  Ulio, 

Major  General, 

The  Adjutant  General. 

[P.  R.  Doc.  42-5253;  Filed,  June  4,  1942; 

11:33  a.  m.J 


TITLE  24— HOUSING  CREDIT 

Chapter  I — Federal  Home  Loan  Bank 
Administration 

[Bulletin  No.  10] 

Part  fi — Organization  of  the  Banks 

amendment  relating  to  appointment  and 
election  of  directors 

June  3,  1942. 

The  Rules  and  Regulations  for  the  Fed¬ 
eral  Home  Loan  Bank  System  are  hereby 
amended  effective  June  4, 1942  as  follows; 

Section  2.4  is  amended  by  inserting 
therein  the  words  “Federal  Home  Loan 
Bank  Administration”  in  lieu  of  the  words 
“Federal  Home  Loan  Bank  Board”  and 
the  word  “Administration”  in  lieu  of  the 
word  “Board”  wherever  the  same  is  used 
in  said  section  except  in  the  title  “Secre¬ 
tary  to  the  Board”  which  is  hereby 
amended  to  read  “Secretary  to  the  Fed¬ 
eral  Home  Loan  Bank  Administration” 
wherever  the  same  appears  in  said  sec¬ 
tion,  and  except  in  the  phrase  “board 
of  directors”  wherever  the  same  appears 
in  said  section,  and  paragraph  (a)  of  said 
section  is  hereby  further  amended  as  fol¬ 
lows: 

1.  Insert  “and  his  title”  before  the 
word  “or”  in  line  11  of  the  third  undesig¬ 
nated  paragraph  of  subparagraph  (7). 

2.  Insert  the  following  sentence  be¬ 
tween  the  fourth  and  fifth  sentences  of 
subparagraph  (8) :  “In  making  choices  of 
candidates  listed  on  a  ballot  no  member 
shall  vote  more  than  once  for  any  one 
candidate.” 

3.  Insert  the  following  in  lieu  of  the 
last  sentence  of  subparagraph  (10): 
“The  Administration  will  also  furnish 
each  Bank  and  each  member  thereof 
the  results  of  the  election,  showing,  with 
respect  to  each  directorship  subject  to 
the  election,  the  name  of  each  candidate, 
the  name  and  address  of  the  institution 
with  which  he  is  affiliated,  the  number  of 
votes  he  received  and  the  candidate  de¬ 
clared  elected.  Upon  the  request  of  a 
candidate  the  Administration  will  fur¬ 
nish  him  with  the  number  of  votes  each 
candidate  received  for  the  directorship 
for  which  he  was  a  candidate.” 

4.  Delete  the  third  sentence  of  sub- 
paragraph  (13)  and  insert  the  words  “an 
officer”  in  lieu  of  the  words  “a  member” 
in  the  last  sentence  of  subparagraph 
(13). 

5.  Delete  the  fiist  sentence  of  sub- 
paragraph  (15). 


FEDERAL  REGISTER,  Friday,  June  5,  1942 


4247 


6.  Insert  the  word  “War”  in  lieu  of 
the  word  “Standard”  in  the  second  sen¬ 
tence  of  subparagraph  (16).  • 

(Sec.  17  of  the  FHLBA,  47  Stat.  736;  13 
U.S.C.  1437;  sec.  7  (c),  (d),  (e),  of 
FHLBA,  47  Stat.  730,  as  amended  by  sec. 
%,  49  Stat.  294;  12  U.S.C.  1427  (c),  (d), 

(e),  and  Sup.;  E.O.  9070,  7  P.R.  1529) 

This  amendment  is  deemed  to  be  of  a 
minor  and  procedural  character  within 
the  provisions  of  paragraph  (b)  of  §  8.3 
of  the  Rules  and  Regulations  for  the 
Federal  Home  Loan  Bank  System. 

[SEALl  James  Twohy, 

Governor. 
Harold  Lee, 

General  Counsel. 
John  M.  Hager, 
Executive  Assistant  to  the 
Commissioner. 

IP.  R.  Doc.  42-6218;  Plied,  June  3,  1942; 
3:38  p.  m.] 


Chapter  V — Federal  Housing  Adminis¬ 
tration 

Part  501 — Class  1  and  .Class  2  Property 
Improvement  Loans 

Bee. 

501.1  Citation. 

501.2  Definitions. 

501.3  Eligible  notes. 

501.4  Maximum  loans. 

501.5  Maximum  permissible  financing 

charges. 

501.6  Credits. 

501.7  Eligible  improvements. 

501.8  Completion  Certificate;  statements. 

501.9  Refinancing. 

501.10  Report  of  loans. 

501.11  Claims. 

501.12  Insurance  reserve. 

601.13  Insurance  charges. 

501.14  Administrative  reports  and  examina¬ 

tion. 

501.15  Amendments. 

501.16  Effective  date. 

§1  501.1  to  601.16,  Inclusive,  issued  under 
Public  Law  111,  76th  Cong.,  sec.  2,  as  amended 
by  Public  Law  138,  77th  Cong.,  secs.  2  and  8, 
and  Public  Law  559,  77th  Cong.,  sec.  13. 

§  501.1  Citation.  The  regulations  In 
this  part  may  be  cited  and  referred  to 
as  “Regulations  effective  May  26,  1942, 
of  the  Federal  Housing  Commissioner 
governing  the  insurance  of  qualified 
lending  institutions  against  loss  resulting 
from  Class  1  and  Class  2  loans  made 
under  the  provisions  of  Title  I,  Section 
2,  of  the  National  Housing  Act,  as 
amended.” 

§  501.2  Definitions.  As  used  in  the 
regulations  in  this  part: 

(a)  The  term  “owner”  includes,  in  ad¬ 
dition  to  owners  in  fee,  life  tenants  and 
persons  holding  an  equity  under  a  mort¬ 
gage,  trust  or  contract. 

(b)  The  term  “note”  includes  a  note, 
bond,  mortgage,  or  other  evidence  of 
indebtedness. 

(c)  The  term  “payment”  includes  a 
deposit  to  an  account  or  fund. 

(d)  The  term  “instalment  payment” 
Includes  that  deposit  to  an  account  or 
fund  which  represents  the  partial  repay¬ 
ment  of  an  advance  of  credit. 


(e)  The  term  “loan”  includes  any  loan, 
advance  of  credit,  or  purchase  of  an  ob¬ 
ligation  representing  a  loan  or  advance 
of  credit  for  the  purpose  of  financing 
eligible  repairs,  alterations  or  improve¬ 
ments  as  authorized  by  the  National 
Housing  Act  and  by  the  regulations  in 
this  part. 

(f)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner  or 
his  duly  authorized  representative. 

(g)  Ihe  term  "borrower”  means  one 
who  is  an  eligible  owner  or  lessee  of  real 
property  to  be  improved  pursuant  to  the 
provisions  of  the  Act  and  who  applies  for 
and  receives  an  advance  of  credit  in  re¬ 
liance  upon  the  provisions  of  the  Act. 

(h)  The  term  “Act’’  means  the  Na¬ 
tional  Housing  Act,  as  amended. 

(i)  The  term  “Contract  of  Insurance” 
includes  all  of  the  provisions  of  these 
Regulations  and  of  the  applicable  provi¬ 
sions  of  the  Act. 

(j)  The  tAm  “insured  institution” 
means  any  bank,  trust  company,  per¬ 
sonal  finance  company,  mortgage  com¬ 
pany,  building  and  loan  association,  in¬ 
stalment  lending  company  or  other  such 
financial  institution  which  the  Com¬ 
missioner  has  found  to  be  qualified  by 
experience  or  facilities  and  has  approved 
as  eligible  for  credit  insurance  and  to 
which  he  has  issued  a  Contract  of  In¬ 
surance. 

(k)  'The  term  “Class  1  (a)  loan”  means 
any  loan,  other  than  a  loan  defined  in 
paragraph  (1)  of  this  section  as  a  “Class 
1  (b)  loan”,  which  is  for  the  purpose  of 
financing  the  repair,  alteration,  or  im¬ 
provement  of  an  existing  structure  or  of 
the  real  property  in  connection  there¬ 
with,  exclusive  of  the  building  of  new 
structures. 

(l)  The  term  “Class  1  (b)  loan’’  means 
any  loan  which  is  (1)  made  for  the  pur¬ 
pose  of  financing  the  alteration,  repair, 
improvement,  or  conversion  of  an  exist¬ 
ing  structure  located  in  an  area  or  lo¬ 
cality  in  which  the  President  shall  find 
that  an  acute  shortage  of  housing  exists 
or  impends  which  would  impede  na¬ 
tional  war  activities  and  (2)  is  made  for 
the  purpose  of  providing  additional  living 
accommodations. 

(m)  The  term  “Class  2  (a)  loan” 
means  any  loan  which  is  for  the  purpose 
of  financing  the  construction  of  a  new 
structure  which  is  not  to  be  used  in  whole 
or  in  part  either  for  residential  or  agri¬ 
cultural  purposes. 

(n)  The  term  “Class  2  (b)  loan”  means 
any  loan  which  is  for  the  purpose  of 
financing  the  construction  of  a  new 
structure  for  use  in  whole  or  in  part  for 
agricultural  purposes. 

(o)  The  term  “Class  1  loan”  includes 
both  “Class  1  (a)”  and  “Class  1  (b)” 
loans  as  defined  in  paragraphs  (k)  and 
(1)  of  this  section.  'The  term  “Class  2 
loan"  Includes  both  “Class  2  (a)”  and 
“Class  2  (b)”  loans  as  defined  in  para¬ 
graphs  (m)  and  (n)  of  this  section. 

(p)  The  term  “Administration”  means 
Federal  Housing  Administration. 

§  501.3.  Eligible  notes.  A  promissory 
note  in  order  to  be  eligible  for  insurance: 

(a)  Shall  bear  the  genuine  signature, 
as  maker,  of  an  owner  of  the  real  prop¬ 


erty  to  be  improved  or  of  a  lessee  thereof 
under  a  lease  having  a  fixed  term  expir¬ 
ing  not  less  than  six  calendar  months 
after  the  maturity  of  the  loan  or  advance 
of  credit. 

(b)  Shall  be  valid  and  enforceable  in 
the  jurisdiction  in  which  it  is  issued  and 
shall  be  complete  and  regular  on  its  face. 

(c)  Shall  be  payable  in  equal  monthly, 
semi-monthly,  or  weekly  Instalments. 
The  final  instalment  may  be  more  or  less 
than  the  other  instalments  provided  that 
it  is  not  less  than  one-half  or  more  than 
one  and  one-half  times  the  preceding  in¬ 
stalment.  A  note  may  not  provide  for  a 
first  payment  less  than  six  days  nor  more 
than  sixty-two  days  from  the  date  of  the 
note.  However,  if  fifty-one  per  cent  or 
more  of  the  income  of  the  maker  is  de¬ 
rived  directly  from  the  sale  of  agricul¬ 
tural  crops,  commodities,  or  livestock 
produced  by  him,  a  note  may  be  made 
payable  in  instalments  corresponding  to 
income  periods  shown  on  the  credit  state¬ 
ment.  In  such  cases,  the  first  payment 
must  be  made  within  twelve  months  of 
the  date  of  the  note  and  at  least  one  pay¬ 
ment  must  be  made  during  each  calen¬ 
dar  year  thereafter  and  the  proportion 
of  total  principal  to  be  paid  in  later  years 
must  not  exceed  the  proportion  of  total 
principal  payable  in  earlier  years. 

(d)  Shall  contain  a  provision  for  accel¬ 
eration  of  maturity,  either  automatic  or 
at  the  option  of  the  holder,  in  the  event 
of  default  in  the  pajmient  of  any  instal¬ 
ment  upon  the  due  date  thereof. 

(e)  Shall  not  have  a  final  maturity  of 
less  than  six  calendar  months  from  the 
date  of  the  note.  Shall  not,  in  the  case 
of  Class  1  (a)  or  Class  2  (a)  loans,  have 
a  final  maturity  in  excess  of  three  years 
and  thirty-two  days  from  the  date  of  the 
note.  Shall  not,  in  the  case  of  Class  1 
(b)  loans,  have  a  final  maturity  in  ex¬ 
cess  of  seven  years  and  thirty-two  days 
from  the  date  of  the  note.  Shall  not,  in 
the  case  of  Class  2  (b)  loans  have  a  ma¬ 
turity  in  excess  of  ten  years  and  thirty- 
two  days  from  the  date  of  the  note,  pro¬ 
vided  that  Class  2  (b)  loans  secured  by 
a  first  mortgage,  first  deed  of  trust,  or 
other  security  instrument  constituting  a 
first  lien  upon  the  improved  property 
may  have  a  final  maturity  not  in  excess 
of  fifteen  years  and  thirty-two  days  from 
the  date  of  the  note. 

(f)  May  provide  for  a  late  charge,  to 
be  paid  by  the  maker,  not  to  exceed  five 
cents  (50)  for  each  $1.00  of  each  instal¬ 
ment  more  than  fifteen  days  in  arrears. 
In  lieu  of  late  charges,  notes  may  pro¬ 
vide  for  interest  on  past  due  instalments 
at  a  rate  not  in  excess  of  the  contract 
rate  in  the  jurisdiction  in  which  the  note 
is  drawn.  No  late  charge  or  Interest  on 
a  past  due  instalment  may  be  accrued  in 
excess  of  $5.00.  The  borrower  must  be 
billed  for  the  penalties  collected  as  such, 
and  evidence  of  such  billing  must  be  in 
the  file  if  claim  is  made  under  the  Con¬ 
tract  of  Insurance. 

(g)  May  be  in  a  series  provided  each 
is  of  an  equal  amount  as  provided  in  this 
Section  and  that  each  note  indicates  on 
its  face  that  it  is  one  of  a  series  signed 
by  the  same  maker. 

§  501.4  Maximum  loans,  (a)  A  Class 
1  (a)  loan  shall  not  involve  a  principal 


4248 


FEDERAL  REGISTER,  Friday,  June  5,  1942 


amount,  exclusive  of  financing  charges 
to  the  borrower,  in  excess  of  $2,500.  A 
Class  1  (b)  loan  shall  not  involve  a  prin¬ 
cipal  amount,  exclusive  of  financing 
charges  to  the  borrower,  in  excess  of 
$5,000. 

(b>  A  Class  2  loan  shall  not  involve  a 
principal  amount,  exclusive  of  financing 
charges  to  the  borrower,  in  excess  of 
$3,000. 

(c)  A  Class  1  or  Class  2  loan  shall  not 
increase  the  principal  amount  outstand¬ 
ing  at  any  one  time  on  all  Class  1,  Class 
2,  or  Class  3  loans  made  under  Title  I 
of  the  Act  after  July  1,  1939  with  respect 
to  any  one  piece  of  property  to  an 
amount  in  excess  of  $5,000,  exclusive  of 
financing  charges  to  the  borrower. 

(d)  One  borrower  may  obtain  any 
number  of  loans  to  improve  any  number 
of  separate  pieces  of  property,  subject  to 
the  requirements  contained  in  §  501.6. 

§  501.5  Maximum  permissible  financ¬ 
ing  charges,  (a)  The  maximum  per¬ 
missible  financing  charges,  exclusive  of 
fees  and  charges  as  provided  by  para¬ 
graph  (e)  of  this  section,  which  may  be 
paid  by  the  borrower  for  interest,  dis¬ 
count  and  fees  of  all  kinds  in  connection 
with  the  transaction,  shall  be  computed 
as  follows: 

(1)  Class  1  loans  having  a  principal 
amount  not  in  excess  of  $2,500  shall  not 
have  a  financing  charge  in  excess  of  an 
amount  equivalent  to  $5.00  discount  per 
$100  original  face  amount  of  a  one  year 
note,  to  be  paid  in  equal  monthly  instal¬ 
ments  calculated  from  the  date  of  the 
note. 

(2)  Class  1  loans  having  a  principal 
amount  in  excess  of  $2,500  shall  not  have 
a  charge  in  excess  of  an  amount  equiva¬ 
lent  to  $4.00  discount  per  $100  original 
face  amount  of  a  one  year  note,  to  be 
paid  in  equal  monthly  instalments  cal¬ 
culated  from  the  date  of  the  note. 

(3)  Class  2  loans  shall  not  have  a 
charge  in  excess  of  an  amount  equivalent 
to  $5.00  discount  per  $100  original  face 
amount  of  a  one  year  note,  to  be  paid  in 
equal  monthly  instalments  calculated 
from  the  date  of  the  note. 

Such  charges  correctly  based  on  tables 
of  calculations  issued  by  the  Federal 
Housing  Commissioner  are  deemed  to 
comply  with  this  section. 

(b)  If  the  insured  institution  in  pur¬ 
chasing  a  note  takes  the  maximum 
charge  permitted  by  this  section,  but  em¬ 
ploys  a  “holdback”  and  does  not  advance 
the  entire  proceeds  of  the  note  to  the 
seller,  it  shall  calculate  its  financing 
charge  on  the  amount  advanced  and 
credit  to  the  account  of  the  seller  the 
difiference  between  the  financing  charge 
calculated  on  the  face  amount  of  the  note 
and  the  financing  charge  calculated  on 
the  amount  advanced. 

(c)  The  acceptance  of  a  voluntary  pay¬ 
ment  of  one  or  more  instalments  prior 
to  due  date  shall  not  be  construed  as  in¬ 
creasing  the  maximum  permissible 
financing  charge  as  provided  in  para¬ 
graph  (a)  of  this  section.  However,  if 
the  entire  balance  outstanding  on  the 
loan  is  paid  in  advance  the  insured  insti¬ 
tution  must  make  a  rebate  as  follows:  If 


the  maximum  permissible  financing 
charge  in  connection  with  the  transac¬ 
tion  is  in  an  amount  equivalent  to  $5.00 
discount  as  provided  in  paragraph  (a)  of 
this  section,  the  insured  institution  shall 
r*'  lie  a  rebate  at  a  rate  not  less  than  5% 
per  annum  of  the  amounts  so  paid  in  ad¬ 
vance  of  their  due  dates.  If  a  lesser 
charge  has  been  taken,  the  rebate  shall 
be  at  not  less  than  a  proportional  rate. 

(d)  An  increase,  in  the  ratio  of  the 
charge  to  the  average  amount  outstand¬ 
ing  on  the  debt  over  the  maximum  pro¬ 
vided  in  this  section,  which  increase  re¬ 
sults  from  the  first  payment  falling  due 
less  than  thirty  days  after  the  date  of  the 
note  as  provided  in  paragraph  (c)  of 
§  501.3,  shall  not  be  deemed  to  be  in 
conflict  with  this  section. 

(e)  If  the  insured  institution  takes 
security  in  the  nature  of  a  real  estate 

•  mortgage,  deed  of  trust,  conditional  sales 
contract,  chattel  mortgage,  mechanic’s 
lien,  or  other  security  device  for  the  pur¬ 
pose  of  securing  the  payment  of  eligible 
loans,  the  insured  institution  may  collect 
from  the  borrower,  in  addition  to  the 
maximum  permissible  financing  charge 
as  provided  in  paragraph  (a)  of  this 
section,  the  following  expenses  actually 
incurred  by  the  Institution  in  connection 
with  the  transaction:  Recording  or  fil¬ 
ing  fees,  documentary  stamp  taxes,  title 
examination  charges  and  hazard  insur¬ 
ance  premiums,  provided  that  such  costs 
or  expenses  are  not  paid  from  the  pro¬ 
ceeds  of  the  loan  or  included  in  the  face 
amount  of  the  note.  Such  costs  or  ex¬ 
penses  shall  not  be  included  by  the  in¬ 
sured  institution  as  a  portion  of  a  claim 
under  the  Contract  of  Insurance  and  if 
such  costs  or  expenses  are  assessed 
against  the  borrower,  proper  evidence 
thereof  should  be  in  the  file. 

(f)  The  excess  of  any  amount  paid 
or  applied  at  one  time  to  an  insured 
obligation  above  the  amount  then  due 
thereon,  when  such  excess  exceeds  the 
amount  of  three  instalments,  shall  be 
applied  to  the  final  instalments  in  re¬ 
verse  order,  unless  the  insured  institution 
is  required  by  law  or  is  directed  by  the 
person  making  the  payment  to  make 
some  other  application,  in  which  case 
evidence  of  such  direction  must  be  in 
the  file  if  claim  is  made  upon  the  Com¬ 
missioner. 

§  501.6  Credits,  (a)  The  insured  in¬ 
stitution  shall,  prior  to  making  an  ad¬ 
vance  of  credit,  obtain  a  signed  and 
dated  Credit  Statement-Application  from 
the  borrower,  on  a  form  approved  by 
the  Commissioner.  The  Credit  State¬ 
ment-Application  must,  in  the  judgment 
of  the  insured  institution,  clearly  show 
the  borrower  to  be  solvent  with  reason¬ 
able  ability  to  pay  the  obligation  and  in 
other  respects  a  reasonable  credit  risk. 

(b)  A  separate  Credit  Statement- 
Application  is  required  in  connection  with 
each  loan  made  or  note  purchased. 

(c)  An  insured  institution  acting  in 
good  faith  may,  in  the  absence  of  in¬ 
formation  to  the  contrary,  rely  upon  all 
statements  of  fact  made  by  the  borrower 
which  are  called  for  by  the  borrower’s 
Credit  Statement- Application,  in  deter¬ 
mining  the  credit  risk  and  eligibility  of 


the  transaction.  The  Commissioner  does 
not  place  upon  the  insured  institution 
the  burden  of  verifying  the  truth  of  any 
such  statements.  Even  if  such  state¬ 
ments  are  investigated  after  the  loan  is 
made  and  found  to  be  false,  this  will  not 
affect  in  any  way  the  eligibility  of  the 
note  for  insurance.  However,  any  bor¬ 
rower  making  false  statements  or  mis¬ 
using  the  funds,  or  any  dealer,  contractor, 
or  lender  who  knowingly  assists  in  such  a 
violation,  may  be  committing  a  Federal 
offense  and  will  be  subject  to  the  penal 
provisions  of  the  National  Housing  Act. 
In  all  cases  where  the  insured  institu¬ 
tion  discovers  a  material  misstatement 
in  the  Credit  Statement-Application,  or 
misuse  of  the  funds,  it  must  promptly 
report  such  a  discovery  to  the  Commis¬ 
sioner. 

(d)  A  loan  shall  not  be  made  to  a 
borrower  who  is  delinquent  at  the  time 
the  loan  is  made,  as  to  either  principal 
or  interest,  with  respect  to  an  obligation 
owing  to  or  insured  by  any  department 
or  agency  of  the  Federal  Government. 

(e)  Any  Class  1  or  Class  2  loans  in  ex¬ 
cess  of  $2,500  to  any  individual  bor¬ 
rower,  exclusive  of  financing  charges,  or 
any  Class  1  or  Class  2  loan  which  in¬ 
creases  the  amount  outstanding  as  to  all 
loans  made  under  Title  I  of  the  Act  after 
July  1,  1939,  Including  Class  3,  to  any 
individual  borrower  to  an  amount  in 
excess  of  $2,500  will  be  accepted  only 
upon  prior  approval  of  the  Commissioner. 

(f )  A  note  shall  not  be  purchased  when 
any  instalment  thereon  is  delinquent 
more  than  fifteen  days  at  the  date  of 
purchase  except  purchases  of  notes 
under  the  provisions  of  §  501.12. 

§  501.7  Eligible  improvements,  (a)  A 
loan  must  be  for  the  purpose  of  financing 
eligible  improvements  within  the  United 
States,  its  Territories  and  Possessions, 
commenced  on  or  after  July  1,  1939,  and 
prior  to  July  1,  1943,  in  reliance  upon  the 
credit  facilities  afforded  by  Title  I  of  the 
National  Housing  Act. 

(b)  The  proceeds  of  a  loan  shall  be 
used  only  to  finance  alterations,  repairs, 
and  improvements  upon  urban,  suburban, 
or  rural  real  property  (including  the  res¬ 
toration,  rehabilitation,  rebuilding,  and 
replacement  of  such  improvements  which 
have  been  damaged  or  destroyed  by 
earthquake,  conflagration,  tornado,  cy¬ 
clone,  flood,  or  other  catsistrophe) . 

(c)  The  proceeds  of  a  loan  shall  not 
be  used  to  finance  the  cost  of  completing 
an  unfinished  structure. 

(d)  The  proceeds  of  a  Class  1  (a)  loan 
shall  be  used  only  to  finance  the  cost  of 
alterations,  repairs,  and  improvements 
upon  or  in  connection  with  existing 
structures.  The  term  “Existing  struc¬ 
ture”  means  a  completed  building  that 
has  or  had  a  distinctive  functional  use. 

(e)  'The  proceeds  of  a  Class  1  (b)  loan 
shall  be  used  only  to  finance  the  cost  of 
alterations,  repairs,  improvements  or 
conversion  upon  or  in  connection  with 
existing  structures  located  in  an  area  or 
locality  in  which  the  President  shall  find 
that  an  acute  shortage  of  housing  exists 
or  impends  which  would  impede  national 
war  activities,  and  which  is  made  for  the 
purpose  of  providing  additional  living 
stccommodations.  'Hie  borrower  shall 
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establish  in  a  manner  and  upon  forms 
prescribed  by  the  Commissioner  that  oc¬ 
cupancy  priority  will  be  given  to  war 
workers. 

(f)  The  proceeds  of  Class  1  and  Class 
2  loans  shall  not  be  used  to  supplement 
another  loan  or  advance  of  credit  not 
reported  for  insurance,  the  payment  of 
which  is  to  be  secured  by  a  prior  lien 
created  in  connection  with  proposed  al¬ 
terations,  repairs,  or  improvements  to  an 
existing  structure,  or  with  the  building  of 
a  new  structure. 

(g)  The  proceeds  of  a  loan  shall  not 
be  used  for  the  purchase  of  land. 

(h)  The  proceeds  of  a  loan  may  be 
used  to  pay  for  architectural  and  engi¬ 
neering  services  performed  in  connection 
with  eligible  alterations,  repairs,  or  im¬ 
provements  financed  in  accordance  with 
the  regulations  in  this  part. 

(i)  The  proceeds  of  a  loan  shall  not 
be  used  for  the  purpose  of  refinancing 
existing  obligations  not  previously  re¬ 
ported  for  insurance. 

(j)  Where  any  doubt  exists  as  to  the 
eligibility  of  a  transaction  which  is  to  be 
financed  with  an  insured  loan,  the  facts 
of  the  case  should  be  submitted  to  the 
Commissioner  for  a  decision  and  ruling. 

§  501.8  Completion  Certificate;  state¬ 
ments.  (a)  An  insured  institution  may 
not  disburse  the  proceeds  of  a  loan  to 
one  other  than  the  borrower  or  the  bor¬ 
rower  and  another  jointly  until  it  has 
first: 

(1)  Obtained  a  Completion  or  Instal¬ 
lation  Certificate  bearing  the  date  of 
signature  and  signed  by  the  borrower 
in  the  following  or  substantially  similar 
form: 

Borrower’s  Completion  CERrmcATE 

Notice  to  Borrower.  Do  not  sign  this  Cer- 
liflcate  until  the  work  is  satisfactorily  com¬ 
pleted.* 

Dated  at _ _  _ _ 

19 _ 

I  (we)  the  undersigned  hereby  certify  that 
all  articles  and  materials  have  been  furnished 
and  installed  and  the  work  satisfactorily 

completed  on  premises  at _ _  in 

accordance  with  my  application  for  a  loan 
dated _ _  pursuant  to  the  pro¬ 

visions  of  Title  I  of  the  National  Housing  Act, 
as  amended. 

(Signature) _ 


•(Insured  Institution  please  note)  The 
wording  “Notice  to  borrower — Do  not  sign 
this  Certificate  until  the  work  is  satisfac¬ 
torily  completed’’  must  be  in  type  size  at 
least  three  times  the  size  of  the  next  largest 
type  appearing  on  the  form  of  Borrower’s 
Completion  Certificate. 

(2)  Obtained  a  statement  bearing  the 
date  of  signature  and  signed  by  the 
dealer,  contractor,  or  applicator  in  the 
following,  or  substantially  similar,  form: 

Dealer/Contractor/Applicator  Statement 

_ _ _  19 . 

To  the _ (lending  institution)  of 

In  consideration  of  your  accepting  the  note 

of _ (Name  of  borrower (s) ) 

for  $ _ _  dated _ _  we 

(I)  hereby  certify  that  all  articles  and  mate¬ 
rials  contracted  for  have  been  furnished  and 
installed  and  the  work  fully  completed,  that 
the  signature(B)  on  the  note  and  Completion 
Certificate  are  genuine,  that  the  Completion 


OT  Installation  Certificate  was  signed  after 
the  articles  and  materials  ooiitracted  for 
had  been  furnished  and  Installed  and  the 
work  fully  completed. 

(Signature) _ 

Name 


Title 

(3)  Obtained  a  written  authorization 
beaiing  the  date  of  signature  and  signed 
by  the  borrower  authorizing  payment  of 
the  proceeds  to  the  person  to  whom  paid, 
in  the  following,  or  a  substantially  simi¬ 
lar,  form: 

Borrower’s  Authorization  Form 

. . . . .  19 _ 

I  (we)  hereby  authorize  and  direct  the 

_  (financial  institution) 

to  pay  $ _ of  the  proceeds  of  my 

(our)  note  dated  _ _  for 

$ _ to _ 

(Signature) _ 

(b)  For  the  purpose  of  this  section,  if 
there  are  two  *or  more  eligible  borrow¬ 
ers  involved  in  the  transaction  only  one 
signature  is  required  on  the  Completion 
Certificate  or  Authorization  Form,  pro¬ 
vided  that  the  signature  so  obtained 
is  that  of  a  borrower  as  defined  by 
§501.2  (g). 

§  501.9  Refinancing,  (a)  New  obliga¬ 
tions  to  liquidate  loans  previously  re¬ 
ported  for  insurance  pursuant  to  Title  I 
of  the  Act  after  July  1,  1939,  which  may 
or  may  not  include  an  additional 
amount  advanced  will  be  covered  by  in¬ 
surance:  Provided,  That: 

(1)  They  meet  the  requirements  of  all 
applicable  regulations; 

(2)  They  are  reported  to  the  Commis¬ 
sioner  on  the  proper  form  within  31  days 
from  date  of  execution; 

(3)  (i)  Class  1  loans  reported  for  in¬ 
surance  prior  to  the  effective  date  of 
these  Regulations  may  be  refinanced  for 
an  additional  period  not  in  excess  of 
three  years  and  thirty-two  days  from 
the  date  of  the  refinancing,  but  not  to 
exceed  five  years  from  the  date  of  the 
original  note:  Provided,  That  such  loans  | 
having  an  original  principal  amount  ex¬ 
clusive  of  financing  charges  in  excess  of 
$2,500  may  be  refinanced  for  an  addi¬ 
tional  period  not  in  excess  of  five  years 
and  thirty-two  days  from  the  date  of  the 
refinancing,  but  not  to  exceed  seven 
years  from  the  date  of  the  original  note. 

(ii)  Class  1  (a)  loans  may  be  refi¬ 
nanced  for  an  additional  period  not  in 
excess  of  three  years  and  thirty-two  days 
from  the  date  of  the  refinancing,  but  not 
to  exceed  five  years  from  the  date  of  the 
original  note. 

(iii)  Class  1  (b)  loans  may  be  refi¬ 
nanced  for  an  additional  period  not  in 
excess  of  seven  years  and  thirty-two 
days  from  the  date  of  the  refinancing, 
but  not  to  exceed  ten  years  from  the  date 
of  the  original  obligation. 

(iv)  Class  2  (a)  loans  may  be  refi¬ 
nanced  for  an  additional  period  not  to 
exceed  three  years  and  thirty-two  days 
frmn  the  date  of  the  refinancing,  but  not 
to  exceed  five  years  from  the  date  of  the 
original  note. 

(v)  Class  2  (b)  loans  may  be  refi¬ 
nanced  for  a  maturity  not  In  excess  of 
the  maximum  permitted  under  the 


1  regulations  from  the  date  of  the  original 
obligation  in  this  part. 

(vi)  Where  a  Class  1  loan  or  Class  2 
loan  is  made  or  refinanced  and  consoli¬ 
dated  with  another  Class  1  or  Class  2 
locm,  the  note  which  evidences  the  con¬ 
solidated  obligation  shall  not  be  for  a 
longer  term  than  that  which  the  com¬ 
ponent  loan  having  the  shortest  per- 

1  missible  maturity  could  have  if  made  or 
refinanced  alone. 

(vii)  The  Commissioner  may  upon 
presentation  of  the  facts  approve  the 
refinancing  or  refinancing  and  consolida¬ 
tion  of  any  loan  or  loans  upon  such  terms 
and  conditions  as  he  may  determine 
within  the  limits  provided  by  the  Act. 

(4)  If  an  additional  advance  is  made, 
the  full  unearned  charge  on  the  original 
note  shall  be  refunded  to  the  borrowers; 

(5)  If  no  additional  advance  is  made, 
the  full  unearned  charge  on  the  original 
note  shall  be  refunded  to  the  borrower, 
except  that  a  handling  charge  not  in 
excess  of  $2.00  may  be  assessed  to  the 
borrower; 

(6)  They  are  evidenced  by  notes  which 
meet  with  the  requirements  of  §  501.3 
and  other  applicable  sections. 

(b)  An  agreement  to  defer  payments 
on  a  note  previously  reported  for  in¬ 
surance  under  the  regulations  in  this 
part  without  rewriting  the  note  will  not 
affect  the  insurance  coverage  on  the  loan 
provided  that: 

(1)  Such  agreement  is  evidenced  in 
writing; 

(2)  Payments  shall  not  be  deferred  for 
more  than  five  months  from  the  due  date 
of  the  last  fully-paid  instalment; 

(3)  Such  agreement  shall  not  extend 
the  final  maturity  of  the  obligation  be¬ 
yond  the  maturity  date  of  the  obligation 
as  provided  by  its  original  terms; 

(4)  If  the  lending  institution  assesses 
the  borrower  for  the  cost  of  such  defer¬ 
ment,  such  charge  may  not  be  in  excess 
of  an  equivalent  amount  of  late  charges 
as  provided  in  §  501.3  (f). 

§  501.10  Report  of  loans.  Loans  shall 
be  reported  on  the  proper  form  to  the 
Federal  Housing  Administration  at 
Washington,  D.  C.,  within  thirty-one  days 
from  the  date  of  the  note  or  date  upon 
which  it  was  purchased.  Any  loan  re¬ 
financed  as  provided  in  §  501.9  shall  like¬ 
wise  be  reported  on  the  proper  form 
within  thirty-one  days  from  date  of  re¬ 
financing.  In  any  case,  the  Commis¬ 
sioner  may,  in  his  discretion,  accept  a 
late  report. 

§  501.11  Claims,  (a)  Claim  for  reim¬ 
bursement  for  loss  on  a  qualified  loan 
shall  be  made  as  provided  in  this  sub¬ 
section. 

(1)  Claim  for  reimbursement  for  loss 
on  a  qualified  loan  may  be  made  to  the 
Commissioner  after  default  on  any  in¬ 
stalment,  provided  demand  has  been 
made  upon  the  debtor  for  the  full  un¬ 
paid  balance. 

(2)  For  the  purpose  of  this  paragraph, 
any  payment  received  on  an  account,  in¬ 
cluding  payments  on  a  judgment  predi¬ 
cated  thereon,  shall  be  applied  to  the 
earliest  unpaid  instalment,  and  when¬ 
ever  any  instalment  is  six  months  in  ar- 
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rears,  claim  shall  be  made  within  thirty- 
one  days. 

(3)  In  the  case  of  yearly  instalment 
notes,  whenever  an  instalment  is  twelve  j 
months  in  arrears  claim  must  be  made 
within  thirty-one  days  thereafter. 

(4)  Upon  presentation  to  him  of  the 
facts  of  a  particular  case  within  the 
allowable  claim  period  prescribed  in  this 
paragraph,  the  Commissioner  may,  in 
his  discretion,  extend  the  time  within 
which  claim  must  be  made. 

(5)  If  at  any  time  during  default  a 
person  primarily  or  secondarily  liable  for 
the  repayment  of  any  loan  is  a  “person 
in  military  service”,  as  such  term  is  de¬ 
fined  in  the  Soldiers’  and  Sailors’  Civil 
Relief  Act  of  1940,  the  period  during 
which  he  is  in  military  service  shall  be 
excluded  in  computing  the  time  within 
which  claim  must  be  made  for  reimburse¬ 
ment  under  the  provisions  of  this  section. 

(b)  Subject  to  §  501.12,  claim  may  be 
made  only  for  loss  sustained  by  the  in¬ 
sured  institution  itself,  and  may  include: 

(1)  Net  unpaid  amount  of  advance  ac¬ 
tually  made  or  the  actual  purchase  price 
of  the  note,  whichever  is  the  lesser; 

(2)  Uncollected  earned  interest  (after 
default  interest  is  not  to  be  claimed  at 
a  rate  to  exceed  4%  per  annum  and 
will  be  calculated  to  the  date  the  claim 
is  approved  for  payment) ; 

(3)  Uncollected  court  costs,  including 
fees  paid  for  issuing,  serving,  and  filing 
summons; 

(4)  Attorney’s  fees  not  exceeding  15% 
of  the  amount  collected  by  the  attorney 
on  the  defaulted  note; 

(5)  Handling  fee  of  $5.00  for  each 
loan,  if  judgment  is  secured,  plus  5% 
of  amounts  collected  subsequent  to  re¬ 
turn  of  unsatisfied  property  execution. 

(6)  An  insured  institution  may  not 
waive  its  claim  against  the  borrower  for 
attorney  fees  and  subsequently  call  upon 
the  Commissioner  for  payment  of  such 
an  item. 

(c)  Claim  shall  be  made  on  a  form 
provided  by  the  Commissioner,  filled  out 
completely  and  executed  in  duplicate  by 
a  duly  qualified  oflftcer  of  the  insured 
institution.  If  the  regulations  have  been 
complied  with,  payment  of  the  loss  will 
be  made  on  audit  of  the  claim  and  upon 
proper  assignment  to  the  United  States 
of  America,  of  the  note  upon  which  the 
loss  occurred  together  with  any  security 
taken  to  secure  payment  thereof.  Any 
security  or  judgment  taken  must  be  as¬ 
signed  and  if  any  claim  has  been  filed 
in  bankruptcy,  insolvency,  or  probate 
proceedings,  such  claim  shall  likewise 
be  assigned  to  the  United  States  of 
America. 

(d)  Where  a  real  estate  mortgage,  deed 
of  trust,  or  conditional  sales  contract, 
chattel  mortgage,  mechanic’s  lien,  or  any 
other  security  device  has  been  used  to 
secure  the  payment  of  loans  for  eligible 
purposes,  the  insured  institution  may  not 
both  proceed  against  such  security  and 
also  make  claim  under  its  Contract  of  In¬ 
surance,  but  shall  elect  which  method  it 
desires  to  pursue.  However,  an  insured 
institution  may  permit  the  substitution 
of  security  provided  it  can  be  shown,  if 
claim  is  made,  that  the  original  security 
value  was  not  impaired  or  reduced  as  a 


result  of  such  action.  If  claim  is  made, 
all  security  shall  be  assigned,  in  its  en¬ 
tirety,  to  the  United  States  of  America. 
If  the  security  taken  is  nonassignable.  all 
rights  in  such  security  shall  be  exhausted 
by  the  insured  institution  or  the  claim 
against  the  Conunissioner  reduced  by  the 
full  face  amount  of  the  security  taken 
before  claim  will  be  paid  by  the  Com¬ 
missioner. 

(e)  The  following  form  of  assignment 
properly  dated  shall  be  used  in  assigning 
a  note,  judgment,  real  estate  mortgage, 
deed  of  trust,  conditional  sales  contract, 
chattel  mortgage,  mechanic’s  lien,  or  any 
other  security  device  in  event  of  claim: 

All  right,  title,  and  interest  of  the  under¬ 
signed  is  hereby  assigned  (without  warranty, 
except  that  the  note  qualifies  for  insurance) 
to  the  United  States  of  America. 


(Financial  institution) 
By - - - 


Title 


(date) 

Provided,  That,  if  this  form  is  not  valid 
or  generally  acceptable  in  the  jurisdic¬ 
tion  involved,  a  form  which  is  valid  and 
generally  acceptable  shall  be  used. 

§  501.12  Insurance  reserve,  (a)  Sub¬ 
ject  to  the  limitation  that  his  total  lia¬ 
bility  which  may  be  outstanding  at  any 
one  time  plus  the  amount  of  claims  paid 
in  respect  of  all  insurance  heretofore  and 
hereafter  granted  shall  not  exceed  $165,- 
000,000,  the  Commissioner,  in  accord¬ 
ance  with  §  501.11,  will  reimburse  any  in¬ 
sured  institution  for  losses  sustained  by 
it  up  to  a  total  aggregate  amount  equal 
to  10%  of  the  total  amount  advanced 
by  it  with  respect  to  Class  1,  Class  2,  and 
Class  3  loans  during  the  time  its  Con¬ 
tract  of  Insurance  is  in  force,  on  all  eligi¬ 
ble  obligations  previously  reported  for  in¬ 
surance,  taken  or  purchased  by  it  on  and 
after  July  1,  1939,  and  held  by  it,  or  on 
which  it  remains  liable. 

(b)  If  the  obligations  previously  re¬ 
ported  for  insurance  under  a  Contract  of 
Insurance  issued  pursuant  to  the  Na¬ 
tional  Housing  Act,  as  amended,  effective 
July  1,  1939,  are  sold  to  another  insured 
institution  endorsed  with  or  without  re¬ 
course,  the  buying  and  selling  institutions 
may  agree,  with  the  prior  •approval  of  the 
Commissioner,  to  transfer  all  or  any  part 
of  the  insurance  reserve  standing  to  the 
credit  of  the  selling  institution,  to  the 
purchasing  institution.  Where  the  par¬ 
ties  agree  to  transfer  an  insurance  re¬ 
serve  in  excess  of  10%  of  the  actual  pur¬ 
chase  price  of  the  obligations  involved,  or 
in  excess  of  10%  of  the  net  unpaid  origi¬ 
nal  advance  on  the  obligations  involved, 
whichever  is  the  lesser,  the  entire  insur¬ 
ance  reserve  transferred  may  be  used  to 
pay  only  those  claims  arising  out  of  de¬ 
faults  occurring  in  the  transferred  obliga¬ 
tions.  When  the  obligations  so  trans¬ 
ferred  have  all  been  fully  paid  to  the 
purchasing  institution,  it  shall  so  notify 
the  Commissioner,  and  any  insurance  re¬ 
serve  remaining  unused  shall  thereupon 
revert  to  the  institution  from  which  it 
was  originally  transferred. 

(c)  Where  the  parties  agree  to  trans¬ 
fer  an  insurance  reserve  not  in  excess  of 
10%  of  the  actual  purchase  price  of  the 


obligations  involved,  or  not  in  excess  of 
10%  of  the  net  unpaid  original  advance 
on  the  obligations  involved,  whichever  is 
the  lesser,  the  insurance  reserve  so  trans¬ 
ferred  will  be  credited  to  the  general  re¬ 
serve  of  the  purchasing  institution  in  the 
absence  of  any  agreement  to  the  contrary 
between  the  purchasing  and  selling  insti¬ 
tutions. 

(d)  The  transfer  of  insurance  reserve 
in  cases  of  merger  or  consolidation  of 
two  or  more  insured  institutions,  or  of  an 
insured  with  an  uninsured  institution, 
will  be  provided  for  by  the  Commissioner 
in  accordance  with  the  facts  of  the  par¬ 
ticular  case. 

(e)  In  all  cases  involving  the  transfer 
of  insured  obligations  the  reports  re¬ 
quired  by  §  501.10  must  be  filed  and  shall 
indicate  the  Intent  of  the  parties  with 
regard  to  the  transfer  of  the  insurance 
reserve  and,  except  for  those  cases  in 
which  the  transfers  are  effected  as  pro¬ 
vided  for  by  paragraph  (b)  of  this  sec¬ 
tion,  must  show  that  no  note  to  be  trans¬ 
ferred  is  delinquent  more  than  one  calen¬ 
dar  month  at  the  time  of  such  transfer. 

(f)  Where  the  notes  are  transferred 
without  recourse,  guarantee,  or  repur¬ 
chase  agreement  and  the  reports  do  not 
indicate  the  intent  of  the  parties,  the 
insurance  reserve  will  be  transferred  to 
the  general  reserve  of  the  purchasing  in¬ 
stitution  on  the  basis  of  10%  of  the 
actual  purchase  price  of  the  obligations 
involved,  or  10%  of  the  net  unpaid  orig¬ 
inal  advance  on  the  obligations  involved, 
whichever  is  the  lesser. 

(g)  Where  the  transfer  of  the  obliga¬ 
tions  is  with  recourse  or  under  a  guar¬ 
antee  or  purchase  agreement  no  reports 
will  be  required  and  no  insurance  re¬ 
serve  will  be  transferred. 

(h)  The  selling  price  on  the  transfer 
of  an  insured  note  between  Insured  in¬ 
stitutions  will  not  affect  the  insurance 
on  the  note.  The  calculation  of  insured 
loss  will  be  based  on  the  original  trans¬ 
action  of  the  institution  first  reporting 
the  loan  for  insurance. 

(i)  Where  notes  reported  for  Insur¬ 
ance  by  one  insured  institution  are 
pledged  to  another  insured  institution 
as  security  for  a  loan,  an  assignment  of 
the  pledging  institution’s  insurance  re¬ 
serve  may  be  made  with  the  prior  con¬ 
sent  of  the  Commissioner  provided  re¬ 
quests  for  such  consent  are  accompanied 
by  a  signed  agreement  between  the  two 
institutions. 

(j)  Amounts  which  may  be  salvaged 
by  the  Commissioner  with  respect  to  a 
loan  in  connection  with  which  an  insti¬ 
tution  has  been  reimbursed  under  its 
Contract  of  Insurance  shall  not  be  added 
to  the  insurance  reserve  remaining  to 
the  credit  of  such  Institution. 

§  501.13  Insurance  charge,  (a)  In¬ 
sured  institutions  shall  pay  to  the  Ad¬ 
ministration  an  insurance  charge  equal 
to  three-fourths  of  one  per  centum  per 
anniun  of  the  net  proceeds  of  any  loan 
reported  for  insurance. 

(b)  Such  insurance  charge  for  the  en¬ 
tire  term  of  the  loan  shall  be  paid  by 
check  or  draft  within  twenty-five  days 
after  the  date  the  Commissioner  ac¬ 
knowledges  receipt  to  the  insured  insti¬ 
tution  of  the  report  of  loan:  Provided, 
That  with  respect  to  Class  1  (b)  and 
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Class  2  (b)  loans  having  a  maturity  in 
excess  of  three  years  and  thirty-two 
days  from  the  date  of  the  note,  such 
charge  may  be  paid  in  instalments,  the 
first  of  which  shall  be  equal  to  the  charge 
for  three  years  and  payable  within 
twenty-five  days  after  the  date  the  Com¬ 
missioner  acknowledges  receipt  to  the 
insured  institution  of  the  report  of  loan. 
Succeeding  instalments  shall  be  equal  to 
the  charge  for  one  year  and  shall  be  pay¬ 
able  on  the  anniversary  of  the  first  day 
of  the  month  following  the  date  of  the 
note  until  the  insurance  charge  is  paid 
in  full. 

(c)  When  the  proceeds  of  any  loan 
are  used  to  liquidate  a  loan  reported  for 
Insurance  under  regulations  issued  sub¬ 
sequent  to  June  30,  1939,  there  shall  be 
deducted  from  the  amount  of  the  insur¬ 
ance  charge  the  pro  rata  share  of  the 
insurance  charge  paid  on  the  original 
obligation. 

(d)  There  shall  not  be  refunded  any 
portion  of  the  insurance  charge  or  any 
instalment  or  instalments  thereof  which 
have  been  paid  by  the  insured  institution 
with  respect  to  any  loan,  unless  it  is  sub¬ 
sequently  found  to  have  been  in  whole  or 
in  part  ineligible  for  insurance,  in  which 
event  the  insurance  charge  paid  with  re¬ 
spect  to  the  ineligible  portion  of  the  ad¬ 
vance  shall  be  refunded  by  the  Adminis¬ 
tration  to  the  insured  institution. 

(e)  The  purchaser  of  an  insured  obli¬ 
gation  shall  not  be  required  to  pay  the 
insurance  charge  provided  in  this  sec¬ 
tion  with  respect  to  the  insurance  of  any 
obligation  transferred  under  the  provi¬ 
sions  of  §  501.12  with  respect  to  which  an 
insurance  charge  has  previously  been 
paid  by  the  seller,  and  no  refund  shall 
be  made  to  the  seller  as  to  any  part  of 
the  insurance  charge  previously  paid 
with  respect  to  any  obligation  so  trans¬ 
ferred:  Except,  that  the  purchaser  of  a 
Class  1  (b)  or  Class  2  (b)  loan  previously 
reported  for  insurance  shall  pay  each 
succeeding  instalment  of  the  insurance 
charge  as  provided  in  paragraph  (b)  of 
this  section.  Any  adjustments  of  the 
insurance  charge  paid  with  respect  to 
the  insurance  of  any  obligation  trans¬ 
ferred  shall  be  made  between  the  pur¬ 
chaser  and  the  seller. 

(f)  The  insurance  charge  paid  by  the 
insured  institution  shall  not  be  charged 
to  the  borrower  if  such  charge  would 
cause  the  total  payments  made  by  the 
borrower  to  exceed  the  maximum  per¬ 
missible  amount  which  may  be  charged 
to  the  borrower  for  interest,  discount, 
and  all  other  charges  in  connection  with 
the  transaction. 

(g)  Subject  to  the  other  provisions  of 
the  regulations  in  this  part,  the  insurance 
granted  under  Title  I  of  the  National 
Housing  Act,  as  amended,  shall  be  effec¬ 
tive  with  respect  to  any  loan  from  the 
date  of  the  report  thereof  to  the  Com¬ 
missioner  provided  that  the  insurance 
charge  with  respect  to  such  loan  is  paid 
as  required  by  this  section. 

(h)  In  the  event  a  Class  1  (b)  or  Class 
2  (b)  loan  is  paid  in  full  prior  to  ma¬ 
turity,  or  claim  is  filed  with  the  Admin¬ 
istration,  the  insured  institution’s  obli¬ 
gation  to  pay  future  instalments  of  the 
insurance  charge  in  connection  with  such 


loan  shall  cease  but  it  shall  not  be  en¬ 
titled  to  a  refund  of  any  portion  of  any 
insurance  charge  previously  paid  nor  a 
reduction  in  the  amount  of  any  instal¬ 
ment  of  such  charge,  which  fell  due  prior 
to  the  date  of  such  prepayment  or  filing 
of  claim. 

§  501.14  Administrative  reports  and 
examination.  The  Commissioner,  in  his 
discretion,  may  at  any  time  or  from  time 
to  time  call  for  a  report  from  any  in¬ 
stitution  on  the  delinquency  status  of  the 
obligations  held  by  such  institution  and 
reported  for  insurance,  or  call  for  such 
reports  as  he  may  deem  to  be  necessary 
in  connection  with  these  Regulations,  or 
he  or  his  authorized  representative  may 
inspect  the  books  or  accounts  of  the  lend¬ 
ing  institution  as  they  pertain  to  the 
loans  reported  for  insurance. 

§  501.15  Amendments.  The  regula¬ 
tions  in  this  part  may  be  amended  by  the 
Commissioner  at  any  time  and  from  time 
to  time,  in  wliole  or  in  part,  but  such 
amendment  shall  not  adversely  affect 
the  insurance  privileges  of  an  insured 
institution  with  respect  to  any  loan  made 
or  obligation  purchased  prior  to  the  issu¬ 
ance  of  such  amendment. 

§  501.16  Effective  date.  The  regula¬ 
tions  in  this  part  are  effective  as  to  all 
Class  1  and  Class  2  loans,  advances  of 
credit  or  purchases  made  on  or  after 
May  26,  1942,  pursuant  to  the  provisions 
of  Title  I  of  the  National  Housing  Act, 
as  amended,  and  shall  have  the  same 
force  and  effect  as  if  included  in  and 
made  a  part  of  each  Contract  of 
Insurance. 

Issued  at  Washington,  D.  C.,  May  26, 
1942. 

[seal]  Abner  H.  Ferguson, 

Federal  Housing  Commissioner. 

[P.  R.  Doc.  42-5228;  Filed,  June  4,  1942; 

9:32  a.  m.] 


Part  502 — Class  3  Property  Improve¬ 
ment  Loans' 

Amendment  of  §§  502.2  (c),  502.6  (c), 
502.10  (c),  502.11  (b),  502.11  (g),  502.13 
(f),  502.14  of  the  regulations  effective 
July  1,  1941,  as  amended  issued  by  the 
Federal  Housing  Administrator  in  con¬ 
nection  with  property  improvement  loans 
under  Title  I  of  the  National  Housing 
Act  as  amended. 

Section  502.2  (c)  of  the  regulations 
effective  July  1,  1941,  is  amended  to  read 
as  follows: 

§  502.2  Definitions.  *  •  • 

(c)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner. 
Whenever  used,  the  term  “Administra¬ 
tor”  means  the  Federal  Housing  Com¬ 
missioner. 

m  «  *  *  • 

Section  502.6  (c)  is  amended  by  sub¬ 
stituting  in  the  place  of  the  first  sen¬ 
tence  thereof  the  following: 

§  502.6  Credits.  *  •  • 

(c)  An  insured  institution  acting  in 
good  faith  may,  in  the  absence  of  In- 
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formation  to  the  contrary,  rely  upon  all 
statements  of  fact  made  by  the  borrower 
which  are  called  for  by  the  borrower’s 
Credit-Statement-Application.  •  •  • 

*  *  *  •  ♦ 

Section  502.10  (c)  is  hereby  amended 
to  read  as  follows: 

§  502.10  Refinancing.  *  *  * 

(c)  They  have  a  maturity  not  in  ex¬ 
cess  of  the  maximum  permitted  under 
these  Regulations  from  the  date  of  the 
refinancing  obligation,  but  not  to  exceed 
twenty-five  years  from  the  date  of  the 
original  note. 

***** 

Section  502.11  (b)  is  hereby  amended 
by  adding  paragraph  (5)  to  read  as  fol¬ 
lows: 

§  502.11  Claims.  *  *  * 

(b)  *  *  * 

(5)  If  the  borrower  is  a  person  in  mil¬ 
itary  service  as  defined  in  such  Act,  the 
insured  institution  may,  by  written 
agreement  with  the  borrower,  postpone 
for  the  period  of  military  service,  and 
three  months  thereafter,  that  part  of  the 
monthly  payment,  or  any  part  thereof 
which  represents  amortization  of  princi¬ 
pal,  provided  such  agreement  contains 
a  provision  for  the  resumption  of 
monthly  payments  thereafter  in  amounts 
which  will  completely  amortize  the  mort¬ 
gage  debt  within  its  original  maturity. 
Such  agreement,  however,  will  in  no  way 
affect  the  amount  of  the  annual  insur¬ 
ance  charge  which  will  continue  to  be 
calculated  in  accordance  with  the  provi¬ 
sions  of  §  502.12. 

***** 

Section  502.11  (g)  is  hereby  amended 
by  substituting  in  the  place  of  the  first 
sentence  thereof  the  following: 

(g)  In  lieu  of  the  procedure  provided 
for  in  paragraphs  (d)  and  (e)  of  this 
section,  the  insured  institution,  after  ac¬ 
quiring  title  to  the  property  as  provided 
in  this  section,  may,  at  its  option  and 
with  the  approval  of  the  Commissioner, 
sell  the  same  in  the  open  market  to  a 
bona  fide  third  party  at  any  time  within 
six  months  from  the  date  of  such  acqui¬ 
sition  of  the  property,  or  within  such 
further  time  as  may  approved  by  the 
Commissioner.  •  •  • 

Section  502.13  (f)  is  hereby  amended 
to  read  as  follows: 

§  502.13  Insurance  reserve.  *  *  * 

(f)  Where  the  transfer  of  the  obliga¬ 
tions  is  with  recourse  or  under  a  guaran¬ 
tee  or  purchase  agreement  no  reports  will 
be  required  and  no  insurance  reserve  will 
be  transferred. 

Section  502.14  is  hereby  amended  by 
adding  a  paragraph  (f)  to  read  as  fol¬ 
lows: 

§  502.14  Privileges  extended  to  loans 
reported  for  insurance  under  previous 
regulations.  *  •  * 

(f)  'The  provisions  of  §  502.11  (b)  (5) 
shall  apply  with  respect  to  any  Class  3 
loan  heretofore  or  hereafter  reported  for 
insurance.  (Pub.  Law  111,  76th  Cong., 
sec.  2,  and  Pub.  Law  138,  77th  Cong.,  sec. 
2.) 
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The  Amendments  contained  herein  are 
hereby  declared  to  have  the  same  force 
and  effect  as  if  included  in  and  made  a 
part  of  each  Contract  of  Insurance,  and 
are  effective  May  26.  1942. 

isEAL]  Abner  H.  Ferguson, 

Federal  Housing  Commissioner. 
May  26,  1942. 

|P.  R.  Doc.  42-5229;  Piled,  June  4.  1942; 
9:32  a.  m.) 


Part  522 — Mutual  Mortgage  Insurance 
OF  THE  National  Housing  Act  ‘ 

Section  522.3  (b)  is  hereby  amended  by 
adding  before  the  last  sentence  thereof 
the  following  new  subparagraph  to  read 
as  follows: 

§  522.3  Premiums.  •  ♦  • 

(5)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  which  in 
any  one  calendar  year  exceed  fifteen  per 
centum  (15%)  of  the  original  face 
amount  of  the  mortgage,  if  made  by  the 
mortgagor  during  the  period  of  the 
national  emergency  declared  by  the 
President  to  exist  on  May  27,  1941;  or 
where  the  principal  obligation  of  any 
mortgage  accepted  for  insurance  is  paid 
in  full  prior  to  maturity  by  the  mort¬ 
gagor  during  the  period  of  such  national 
emergency,  provided  the  mortgagee  sub¬ 
mits  to  the  Commissioner  a  certificate 
signed  by  the  mortgagor  certifying  that 
the  mortgage  has  been  paid  in  full 
without  refinancing  or  otherwise  creating 
any  obligation  or  debt  for  which  the 
mortgagor  or  property  owned  by  the 
mortgagor  is  liable. 

Section  522.13  is  hereby  amended  by 
adding  to  the  last  paragraph  thereof  the 
following: 

§  522.13  Transfer  of  property  to  the 
Administrator;  conditions  of  default  in 
mortgage.  •  •  • 

If  the  mortgagor  is  a  person  in  mili¬ 
tary  service  as  defined  in  such  Act,  the 
mortgagee  may,  by  written  agreement 
with  the  mortgagor,  postpone  for  the 
period  of  military  service,  and  three 
months  thereafter,  that  part  of  the 
monthly  payment,  or  any  part  thereof 
which  represents  amortization  of  princi¬ 
pal,  provided  such  agreement  contains  a 
provision  for  the  resumption  of  monthly 
payments  thereafter  in  amounts  which 
will  completely  amortize  the  mortgage 
debt  within  its  original  maturity.  3uch 
agreement,  however,  will  in  no  way  affect 
the  am.cunt  of  the  annual  mortgage  in¬ 
surance  premium  which  will  continue  to 
be  calculated  in  accordance  with  the 
original  amortization  provisions. 

(Sec.  211,  as  added  by  sec.  3,  52  Stat.  23; 
12  U.S.C.  1715b) 

Issued  at  Washington,  D.  C.  this  26th 
day  of  May  1942. 

Abner  H.  Ferguson, 
Federal  Housing  Commissioner. 

[P.  R.  Doc.  42  5230;  Piled,  June  4,  1942; 

9:31  a.  m.] 
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Part  576 — Administrative  Rules  for  War 
Housing  Insurance  ^ 

APPROVAL  OF  MORTGAGEES 

Sec. 

576.1  Governmental  Institutions  and  mort¬ 
gagees  approved  under  section 
203  (b)  of  the  National  Housing 
Act,  approved  as  mortgagees. 

676i2  ^Federal  Reserve  members,  other  in¬ 
stitutions. 

576.3  Charitable  or  non-profit  organiza¬ 

tions. 

576.4  Approval  of  other  institutions. 

576.5  Approval  of  fiduciary  investments. 

576.6  Approval  may  be  withdrawn. 

576.7  Financial  statements  to  be  furnished. 

576.8  Proper  servicing  of  mortgages. 

APPROVAL  OF  ACCEPTABLE  ASSIGNEES 

576.9  Requisites  for  approval  as  assignee. 

576.10  Acquisition  of  insured  mortgages. 

576.11  Withdrawal  of  approval. 

APPLICATION  AND  COMMITMENT 

576.12  Submission  of  application. 

576.13  Form  of  application. 

576.14  Fee  to  accompany  application. 

576.15  Approval  of  application. 

eligible  mortgages 

576.16  Form,  lien.  , 

676.17  Maximum  amount  of  mortgage  and 

appraisal  value  of  property. 

576.18  Payments  and  maturity  dates. 

576.19  Rate  of  interest. 

576.20  Amortization  provisions. 

576.21  Payment  of  insurance  premiums. 

576.22  Mortgagor’s  payments  to  Include 

other  charges. 

576.23  Mortgagee's  application  of  payments. 

576.24  Late  charge. 

576.25  Mortgagor’s  payments  when  mort¬ 

gage  is  executed. 

576.26  Service  charge. 

576.27  Approval  of  other  charges. 

576.28  Project  must  be  acceptable  risk  in 

view  of  national  emergency. 

ELIGIBLE  mortgagors 

576.29  Mortgage  must  be  only  lien  upon 

property. 

576.30  Relationship  of  Income  to  mortgage 

payments. 

576.31  Credit  standing  of  mortgagor. 

576.32  Residence  of  mortgagor. 

576.33  Occupancy  priority  to  war  workers. 

ELIGIBLE  PROPERTIES 

576.34  Nature  of  title  to  the  realty. 

576.35  Dwelling  unit  located  on  property. 

576.36  Standards  for  buildings. 

576.37  Location  of  property. 

576.38  Effective  date. 

Authority:  §§  576.1  to  576.38,  inclusive,  is¬ 
sued  under  Pub.  Law  24,  77th  Cong.,  as 
amended  by  Pub.  Law  559,  77th  Cong. 

Note:  The  word  “defense”  appearing  in 
Subchapter  H — Part  576  has  been  changed 
In  this  revision  to  the  word  “war”  to  con¬ 
form  with  the  amendments  to  Title  VI  of 
the  National  Housing  Act,  approved  May 
26,  1942. 

Approval  of  Mortgagees 

§  576.1  Governmental  institutions  and 
mortgagees  approved  under  section  203 
(b)  of  the  National  Housing  Act,  ap¬ 
proved  as  mortgagees.  The  following 
I  institutions  are  hereby  approved  as 
'  mortgagees  under  section  603  (b)  of  the 
!  National  Housing  Act. 

I  (a)  National  Mortgage  Associations, 

(b)  Federal  Reserve  Banks, 

(c)  Federal  Home  Loan  Banks, 

I  (d)  Reconstruction  Finance  Corpora¬ 
tion, 


^  Parts  576  and  577  are  eunended. 


(e)  RPC  Mortgage  Company,  and 

(f)  any  other  Federal,  State,  or  mu¬ 
nicipal  governmental  agency  that  is  or 
may  hereafter  be  empowered  to  hold 
mortgages  insured  under  Title  n  or  Title 
VI  of  the  National  Housing  Act  as  secu¬ 
rity  or  as  collateral  or  for  any  other 
FHirpose. 

(g)  any  mortgagee  approved  under 
section  203  (b)  of  the  National  Housing 
Act. 

§  576.2  Federal  Reserve  members, 
other  institutions.  Members  of  the  Fed¬ 
eral  Reserve  System,  institutions  whose 
accounts  are  insured  by  the  Federal  Sav¬ 
ings  and  Loan.  Insurance  Corporation 
and  institutions  whose  deposits  are  in¬ 
sured  by  the  Federal  Deposit  Insurance 
Corporation  may  be  approved  as  mort¬ 
gagees  upon  application. 

§  576.3  Charitable  or  nonprofit  organi¬ 
zations.  Any  charitable  or  nonprofit  or¬ 
ganization  which  presents  evidence  that 
it  is  responsible,  has  permanent  funds  of 
not  less  than  $100,000,  and  has  experi¬ 
ence  in  mortgage  investment,  may  be  ap¬ 
proved  upon  application. 

§  576.4  Approval  of  other  institutions. 
Any  other  institution  not  hereinbefore 
mentioned  may  be  approved  as  a  mort¬ 
gagee  upon  application  if  it  has  the  fol¬ 
lowing  qualifications  and  meets  the  fol¬ 
lowing  conditions  to  the  satisfaction  of 
the  Commissioner: 

(a)  It  is  a  chartered  institution  or 
other  permanent  organization  having 
succession ; 

(b)  It  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency 
which  is  required  by  law  to  make  pe¬ 
riodic  examinations  of  its  books  and  ac¬ 
counts  and  it  submits  satisfactory  evi¬ 
dence  that  it  has  sound  capital  funds  of 
a  value  of  not  less  than  $25,000  (or  if  a 
mutual  company  or  association  without 
capital  funds,  it  has  a  net  worth  of  not 
less  than  $25,000);  or 

if  not  subject  to  such  inspection  and 
supervision  of  a  governmental  agency, 
it  shall  submit  an  independent  detailed 
audit  of  its  books  made  by  an  accountant 
satisfactory  to  the  Commissioner  and  re¬ 
flecting  a  condition  satisfactory  to  him, 
and  also,  so  long  as  its  approval  as  mort¬ 
gagee  continues,  shall  file  with  the  Com¬ 
missioner  similar  audits  at  least  once  in 
each  calendar  year  and  submit  at  any 
time  to  such  examination  of  its  books 
and  affairs  as  the  Commissioner  may  re¬ 
quire,  and  comply  with  any  other  condi¬ 
tions  that  the  Commissioner  may  im¬ 
pose; 

(c)  Its  principal  activity  is  lending  on 
or  investing  in  mortgages,  funds  which 
are  under  its  own  control;  and  it  has 
sound  capital  funds  properly  propor¬ 
tioned  to  its  liabilities  and  to  the  char¬ 
acter  and  extent  of  its  operations.  Such 

!  funds  shall  be  of  a  value  of  not  less  than 
'  $100,000.  It  is  provided  that  the  quali¬ 
fication  and  condition  contained  in  the 
preceding  sentence  shall  not  apply: 

(1)  To  an  institution  or  other  perma¬ 
nent  organization  of  the  character  de¬ 
scribed  in  the  first  division  of  paragraph 
(b)  of  this  section;  or 

(2)  To  an  institution  or  other  per¬ 
manent  organization  that  establishes  to 
the  satisfaction  of  the  Commissioner 
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that  It  Is  a  duly  authorized  loan  cor¬ 
respondent  of,  and  whose  approval  is 
requested  by,  an  approved  mortgagee  or 
assignee  which  lends  on,  or  invests  in, 
mortgages  on  a  national  scale  and  Is 
subject  to  the  inspection  and  supervision 
of  a  governmental  agency,  on  the  con¬ 
dition  that  the  termination  of  its  rela¬ 
tionship  as  such  correspondent  will  be 
cause  (subject  to  the  provisions  of 
§  576.6)  for  withdrawal  of  its  approval 
as  an  approved  mortgagee  and  on  the 
further  condition  that  the  correspondent 
Institution  and  the  institution  for  which 
it  is  authorized  to  act  shall  agree  to 
notify  promptly  the  Commissioner  of  the 
termination  of  such  relationship  and  on 
the  further  condition  that  the  corre¬ 
spondent  institution  shall  agree  to  origi¬ 
nate  insured  mortgage  loans  for  the  pur¬ 
pose  of  sale  only  to  the  institution  or  in¬ 
stitutions  which  requested  its  approval 
or  to  some  other  institution  for  which 
it  regularly  acts  as  mortgage  loan  cor¬ 
respondent  under  written  agreement 
which  has  been  submitted  to  and  ap¬ 
proved  by  the  Commissioner;  and 

(d)  If  it  is  not  an  institution  or  other 
permanent  organization  of  the  character 
described  in  the  first  division  of  para¬ 
graph  (b)  of  this  section,  it  shall  submit 
an  agreement  in  writing:  (1)  that  so 
long  as  it  continues  to  be  approved  as  a 
mortgagee,  it  will  not  issue  any  mortgage 
participating  certificates  on  which  it  as¬ 
sumes  personal  liability,  or  issue  any 
guaranty  with  respect  to  principal  or 
Interest  of  any  mortgage,  except  that 
any  such  obligations  outstanding  on  the 
date  of  the  application  of  such  institu¬ 
tion  may  there^ter  be  renewed;  and  (2) 
that  it  will  segregate  all  monthly  pay¬ 
ments  under  mortgages  Insured  by  the 
Commissioner,  received  by  it  on  account 
of  ground  rents,  taxes,  assessments,  and 
Insurance  premiums,  and  will  deposit 
such  funds  in  a  special  account,  or  ac¬ 
counts,  with  some  banking  institution 
whose  accounts  are  insured  by  the  Fed¬ 
eral  Depjosit  Insurance  Corporation  and 
shall-use  such  funds  for  no  purpose  other 
than  that  for  which  they  were  received. 

§  576.5  Approval  of  fiduciary  invest¬ 
ments.  Approval  as  a  mortgagee  under 
§§  576.1-576.8,  of  a  banking  institution 
or  trust  company  which  is  subject  to 
the  inspection  and  supervision  of  a  gov¬ 
ernmental  agency,  shall  be  deemed  to 
constitute  approval  of  such  institution 
or  company  when  lawfully  acting  in  a 
fiduciary  capacity  in  investing  fiduciary 
funds  which  are  under  its  individual  or 
joint  control.  Upon  termination  of  such 
fiduciary  relationship,  whether  by  revo¬ 
cation  or  otherwise,  any  insured  mort¬ 
gages  held  in  the  fiduciary  estate  shall 
be  transferred  to  a  mortgagee  approved 
under  this  or  the  succeeding  section  and 
the  fiduciary  relationship  must  be  such 
as  to  permit  such  transfer. 

Nothing  in  §§  576.1-576.8  shall  be 
construed  to  permit  the  sale  to  the  gen¬ 
eral  public  of  Instruments  representing 
the  l^neficial  interest  in  all  or  part  of 
one  or  more  insured  mortgages. 

§  576.6  Approval  may  be  withdrawn. 
Approval  of  an  institution  as  a  mortgagee 
may  be  withdrawn  at  any  time  by  notice 
No.  110 - a 


from  the  Commisisoner.  In  the  discre¬ 
tion  of  the  Commissioner,  the  transfer 
of  an  insured  mortgage  to  a  mortgagee 
not  approved  to  act  under  §§  576.1-576.11, 
or  the  failure  of  a  mortgagee  not  subject 
to  the  inspection  and  supervision  of  a 
governmental  agency,  to  segregate  all 
funds  received  from  mortgagors  on  ac¬ 
count  of  ground  rents,  taxes,  assessments 
and  insurance  premiums,  and  to  deposit 
such  funds  in  a  special  account,  or  ac¬ 
counts,  with  some  banking  institution 
whose  accounts  are  insured  by  the  Fed¬ 
eral  Deposit  Insurance  Corporation,  or 
the  use  of  such  funds  for  any  purpose 
other  than  that  for  which  they  were  re¬ 
ceived,  or  the  failure  of  a  mortgagee 
to  conduct  its  business  on  the  plan  indi¬ 
cated  by  its  application  for  approval,  or 
the  termination  of  Its  supervision  by  a 
governmental  agency  will  be  cause  for 
withdrawal  of  approval.  Withdrawal  of 
approval  will  in  no  case  affect  the  insur¬ 
ance  on  mortgages  theretofore  accepted 
for  insurance. 

S  576.7  Financial  statements  to  be 
furnished.  All  approved  mortgagees 
shall  at  any  time  upon  request  furnish 
the  Commissioner  with  a  copy  of  their 
latest  periodic  financial  statement  or  j 
report. 

§  576.8  Proper  servicing  of  mortgages. 
All  approved  mortgagees  are  required  to 
service  insured  loans  in  accordance  with 
acceptable  mortgage  practices  of  pru¬ 
dent  lending  institutions.  In  the  event 
of  default,  the  mortgagee  should  be  able 
to  contact  the  mortgagor  and  otherwise 
exercise  diligence  in  collecting  the 
amounts  due.  The  holder  of  the  mort¬ 
gage  is  responsible  to  the  Commissioner 
for  proper  servicing,  even  though  the 
actual  servicing  may  be  performed  by 
an  agent  of  such  holder. 

Approval  of  Acceptable  Assignees 

§  576.9  Requisites  for  approval  as  as¬ 
signee.  The  Commissioner  will  upon  ap¬ 
plication  approve  a  chartered  institution 
or  other  permanent  organization  as  an 
acceptable  assignee  if  spch  institution  or 
organization  meets  the  following  condi¬ 
tions  to  the  satisfaction  of  the  Com¬ 
missioner: 

(a)  It  is  a  corporation  or  other  per¬ 
manent  organization  having  succession; 

(b)  It  has  sound  capital  funds  of  not 
less  than  $100,000. 

(c)  It  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency; 

(d)  Its  investments  in  mortgage  loans 
are  intended  for  its  own  portfolio;  and 

(e)  Its  facilities  are  such  that  it  will 
be  able  properly  to  service  mortgages 
held  by  it. 

§  576.10  Acquisition  of  insured  mort¬ 
gages.  Such  an  acceptable  assignee  shall 
be  entitled  to  acquire  insured  mortgages 
from  approved  mortgagees  by  assign¬ 
ment  after  the  execution  and  insurance 
of  such  mortgages,  and  to  hold  such 
mortgages  without  invalidating  the  in¬ 
surance  thereof,  and  to  service  them 
while  so  held.  An  acceptable  assignee 
is  not  authorized  to  initiate  insured 
mortgage  loans  originally  or  to  apply  for 
the  insurance  of  mortgages  under  sec¬ 
tion  603  (a)  of  the  National  Housing 


Act;  but  shall  in  all  other  respects  be 
considered  as  included  in  the  term 
“mortgagee”  as  used  in  the  administra¬ 
tive  rules  in  this  part  and  the  regula¬ 
tions  of  the  Federal  Housing  Commis¬ 
sioner  in  Part  577. 

§  576.11  Withdrawal  of  approval. 
Approval  of  an  institution  as  an  accept¬ 
able  assignee  may  be  withdrawn  at  any 
time  by  notice  from  the  Commissioner. 
Except  in  individual  cases,  approved  by 
the  Commissioner,  transfer  of  an  insured 
mortgage  to  a  mortgagee  not  approved 
to  act  under  §§  576.1-576.11  will  be  cause 
for  withdrawal  of  approval.  Withdrawal 
of  approval  will  in  no  case  affect  the  in¬ 
surance  on  mortgages  theretofore  ac¬ 
cepted  for  insurance. 

Application  and  Commitment 

§  576.12  Submission  of  application. 
Any  approved  mortgagee  may  submit 
an  application  for  insurance  of  a  mort¬ 
gage  about  to  be  executed,  or  of  a  mort¬ 
gage  already  executed. 

§  576.13  Form  of  application.  The 
application  must  be  made  upon  a  stand¬ 
ard  form  prescribed  by  the  Commis¬ 
sioner. 

§  576.14  Fee  to  accompany  applica¬ 
tion.  The  application  must  be  accom¬ 
panied  by  the  mortgagee’s  check  for  a 
sum  computed  at  a  rate  of  $3  per  thou¬ 
sand  dollars  of  the  original  principal 
amount  of  the  mortgage  loan  applied  for 
to  cover  the  costs  of  appraisal  by  the 
Commissioner,  but  in  no  case  shall  such 
sum  be  less  than  $10.  If  an  application 
is  refused  without  an  appraisal  being 
made  by  the  Commissioner,  the  fee  will 
be  returned  to  the  applicant  but  qo  por¬ 
tion  of  the  fee  will  be  returned  after 
appraisal  or  on  account  of  any  difference 
between  the  amount  applied  for  and  the 
amount  approved  for  insurance. 

If,  after  insurance,  the  outstanding 
principal  amount  of  an  insured  mortgage 
is  increased  by  the  substitution  of  a  new 
insured  mortgage,  the  fee  herein  pro¬ 
vided  for  shall  be  based  upon  the  amount 
of  such  increase  but  in  no  case  shall  be 
less  than  $10. 

§,576.15  Approval  of  application. 
Upon  approval  of  an  application,  accept¬ 
ance  of  the  mortgage  for  insurance  will 
be  evidenced  by  the  issuance  of  a  com¬ 
mitment  setting  forth,  upon  a  form  pre¬ 
scribed  by  the  Commissioner,  the  terms 
and  conditions  upon  which  the  mortgage 
will  be  insured. 

Eligible  Mortgages 

§  576.16  Form,  lien.  The  mortgage 
must  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  jur¬ 
isdiction  in  which  the  property  covered 
by  the  mortgage  is  situated,  by  a  mort¬ 
gagor  with  the  qualifications  hereinafter 
set  forth  in  §§  576.29-576.33,  must  be  a 
first  lien  upon  property  that  conforms 
with  the  property  standards  prescribed 
by  the  Commissioner,  and  the  entire 
principal  amount  of  the  mortgage  must 
have  been  disbursed  to  the  mortgagor, 
or  to  his  creditors  for  his  account  and 
with  his  consent. 

§  576.17  Maximum  amount  of  mort¬ 
gage  and  appraisal  value  of  property. 
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The  mortgage  must  involve  a  principal 
obligation  in  an  amount  not  in  excess 
of  ninety  per  centum  (90%)  of  the  ap¬ 
praised  value  as  of  the  date  the  mortgage 
is  accepted  for  insurance  of  a  property, 
urban,  suburban,  or  rural  upon  which 
there  is  located  a  dwelling  designed  prin¬ 
cipally  for  residential  use  for  not  more 
than  four  families  in  the  aggregate, 
which  is  approved  for  insurance  under 
Title  II  or  Title  VI  of  the  National  Hous¬ 
ing  Act  prior  to  the  beginning  of  con¬ 
struction,  and  (1)  the  construction  of 
which  is  begun  after  March  28,  1941,  or 
(2)  the  construction  of  which  was  begun 
after  January  1, 1940  and  prior  to  March 
28, 1941,  and  which  at  the  time  the  mort¬ 
gage  is  accepted  for  war  housing  insur¬ 
ance  has  not  been  sold  or  occupied  since 
completion. 

Such  principal  obligation  should  be  in 
an  amount  of  one  hundred  dollars  ($100) 
or  multiples  thereof  and  must  not  ex¬ 
ceed — 

(a)  $5,400  if  such  dwelling  is  designed 
for  a  single-family  residence,  or 

(b)  $7,500  if  such  dwelling  is  designed 
for  a  two-family  residence,  or 

(c)  $9,500  if  such  dwelling  is  designed 
for  a  three- family  residence,  or 

(d)  $12,000  if  such  dwelling  is  designed 
for  a  four-family  residence. 

§  576.18  Pay  merits  and  maturity 
dates.  The  mortgage  should  come  due 
on  the  first  of  a  month  and  must  have  a 
maturity  satisfactory  to  the  Commis¬ 
sioner,  not  to  be  less  than  5  nor  more 
than  25  years  from  the  date  of  insurance. 
The  amortization  period  should  be  either 
5,  8.  10,  12,  15,  17,  20  or  25  years  by  pro¬ 
viding  for  either  60,  96,  120,  144, 180,  204, 
240  or  300  monthly  amortization  pay¬ 
ments. 

§  576.19  Rate  of  interest.  The  mort¬ 
gage  may  bear  interest  at  such  rate  as 
may  be  agreed  upon  between  the  mort¬ 
gagee  and  the  mortgagor,  but  in  no  case 
shall  such  interest  rate  be  in  excess  of 
4*2  percent  per  annum.  Interest  shall 
be  payable  in  monthly  installments  on 
the  principal  then  outstanding. 

§  576.20  Amortization  provisions. 
The  mortgage  must  contain  complete 
amortization  provisions  satisfactory  to 
the  Commissioner,  requiring  monthly 
payments  by  the  mortgagor  not  in  ex¬ 
cess  of  his  reasonable  ability  to  pay  as 
determined  by  the  Commissioner.  The 
sum  of  the  principal  and  interest  pay¬ 
ments  in  each  month  shall  be  substan¬ 
tially  the  same. 

§  576.21  Payment  of  insurance  pre¬ 
miums.  The  mortgage  may  provide  for 
monthly  payments  by  the  mortgagor  to 
the  mortgagee  of  an  amount  equal  to 
one-twelfth  of  the  annual  mortgage  in¬ 
surance  premium  payable  by  the  mort¬ 
gagee  to  the  Commissioner.  Such  pay¬ 
ments  shall  continue  only  so  long  as  the 
contract  of  insurance  shall  remain  in 
effect.  The  mortgage  should  provide 
that  upon  the  payment  of  the  mortgage 
before  maturity,  the  mortgagor  shall  pay 
the  adjusted  premium  charge  referred 
to  in  §  577.3  (b),  but  shall  not  provide 
for  the  payment  of  any  further  charge 
on  account  of  such  prepayment. 


§  576.22  Mortgagor's  payments  to 
include  other  charges.  The  mortgage 
shall  provide  for  such  equal  monthly  pay¬ 
ments  by  the  mortgagor  to  the  mortgagee 
as  will  amortize  the  ground  rents,  if  any, 
and  the  estimated  amount  of  all  taxes, 
special  assessments,  if  any,  and  fire  and 
other  hazard  insurance  premiums  within 
a  period  ending  1  month  prior  to  the  dates 
on  which  the  same  become  delinquent. 
The  mortgage  shall  further  provide  that 
such  payments  shall  be  held  by  the  mort¬ 
gagee  in  a  manner  satisfactory  to  the 
Commissioner,  for  the  purpose  of  pay¬ 
ing  such  ground  rents,  taxes,  assess¬ 
ments.  and  insurance  premiums,  before 
the  same  become  delinquent,  for  the  ben¬ 
efit  and  account  of  the  mortgagor.  The 
mortgage  must  also  make  provision  for 
adjustments  in  case  the  estimated 
amount  of  such  taxes,  assessments,  and 
insurance  premiums  shall  prove  to  be 
more,  or  less,  than  the  actual  amount 
thereof  so  paid  by  the  mortgagor. 

§  576.23  Mortgagee’s  application  of 
payments.  All  montlily  payments  to  be 
made  by  the  mortgagor  to  the  mortgagee 
as  hereinabove  provided,  in  §§  576.19- 
576.22,  shall  be  added  together  and  the 
aggregate  amount  thereof  shall  be  paid  by 
the  mortgagor  each  month  in  a  single 
payment.  The  mortgagee  shall  apply  the  I 
same  to  the  following  items  in  the  order 
set  forth: 

(a)  premium  charges  under  the  con¬ 
tract  of  insurance: 

(b)  ground  rents,  taxes,  special  assess- 
1  ments,  and  fire  and  other  hazard  insur¬ 
ance  premiums; 

(c)  interest  on  the  mortgage;  and 

(d)  amortization  of  the  principal  of 
the  mortgage. 

Any  deficiency  in  the  amount  of  any  such 
aggregate  monthly  payment  shall,  unless 
made  good  by  the  mortgagor  prior  to,  or 
on,  the  due  date  of  the  next  such  pay¬ 
ment,  constitute  an  event  of  default  un¬ 
der  the  mortgage. 

§  576.24  Late  charge.  The  mortgage 
may  provide  for  a  charge  by  the  mort¬ 
gagee  of  a  “late  charge”,  not  to  exceed  2 
cents  for  each  dollar  of  each  payment 
more  than  15  days  in  arrears,  to  cover  the 
extra  expense  involved  in  handling  delin¬ 
quent  payments. 

§  576.25  Mortgagor’s  payments  when 
mortgage  is  executed.  The  mortgagor 
must  pay  to  the  mortgagee,  upon  the  exe¬ 
cution  of  the  mortgage,  a  sum  that  will  be 
sufficient  to  pay  the  ground  rents,  if  any, 
and  the  estimated  taxes,  special  assess¬ 
ments,  and  fire  and  other  hazard  insur¬ 
ance  premiums  for  the  period  beginning 
on  the  date  to  wliich  such  ground  rents, 
taxes,  assessments,  and  insurance  pre¬ 
miums  were  last  paid  and  ending  on  the 
date  of  the  first  monthly  payment  un¬ 
der  the  mortgage  and  may  be  required  to 
pay  a  further  sum  equal  to  the  first  an¬ 
nual  mortgage  insurance  premium,  plus 
an  amount  sufficient  to  pay  the  mortgage 
Insurance  premium  from  the  date  of 
closing  the  loan  to  the  date  of  the  first 
monthly  payment. 

§  576.26  Service  charge.  The  mort¬ 
gagee  may  charge  the  mortgagor  the 
amount  of  the  appraisal  fee  provided  for 


in  §  576.14  and  an  initial  service  charge 
to  reimburse  itself  for  the  cost  of  closing 
the  transaction.  Such  service  charge 
shall  not  exceed  1  percent  of  the  original 
principal  amount  of  the  mortgage  or  a 
charge  of  $20,  whichever  is  the  greater, 
except  that  in  cases  of  property  under 
construction  or  to  be  constructed  where 
the  mortgagee  makes  partial  disburse¬ 
ments  and  inspections  of  the  property 
during  the  progress  of  construction,  such 
initial  service  charge  may  be  in  an 
amount  not  in  excess  of  2^2  percent  of 
the  original  principal  amount  of  the 
mortgage  or  a  charge  of  $50,  whichever 
is  the  greater. 

§  576.27  Approval  of  other  charges. 
In  addition  to  the  charges  hereinbefore 
mentioned,  the  mortgagee  may  collect 
from  the  mortgagor  only  recording  fees 
and  such  appraisal  fees  and  cost  of  the 
title  search  as  are  approved  by  the  Com¬ 
missioner.  Nothing  in  this  section  and 
§  576.26  shall  be  construed  as  prohibiting 
the  mortgagor  from  dealing  through  a 
broker,  who  does  not  represent  the  mort¬ 
gagee,  if  he  prefers  to  do  so,  and  paying 
the  broker  such  compensation  as  is  satis¬ 
factory  to  the  mortgagor. 

§  576.28  Project  must  be  acceptable 
risk  in  view  of  national  emergency. 
The  mortgage  must  be  executed  with  re¬ 
spect  to  a  project  which,  in  the  opinion 
of  the  Commissioner,  is  an  acceptable 
risk  in  view  of  the  national  emergency. 

Eligible  Mortgagors 

§  576.29  Mortgage  must  be  only  lien 
upon  property.  A  mortgagor  must 
establish  that  after  the  mortgage  offered 
for  insurance  has  been  recorded,  the 
'  mortgaged  property  will  be  free  and  clear 
of  all  liens  other  than  such  mortgage 
and  that  there  will  not  be  outstanding 
any  other  unpaid  obligation  contracted 
in  connection  with  the  mortgage  trans¬ 
action  or  the  purchase  of  the  mortgaged 
property,  except  obligations  which  are 
secured  by  property  or  collateral  owned 
by  the  mortgagor  independently  of  the 
mortgaged  property. 

§  576.30  Relationship  of  income  to 
mortgage  payments.  A  mortgagor  must 
establish  that  the  periodic  payments  re¬ 
quired  in  the  mortgage  submitted  for  in¬ 
surance  bear  a  proper  relation  to  his 
present  and  anticipated  income  and 
expenses. 

§  576.31  Credit  standing  of  mortgagor. 
A  mortgagor  must  have  a  general  credit 
standing  satisfactory  to  the  Commis¬ 
sioner. 

§  576.32  Residence  of  mortgagor.  A 
mortgagor  is  not  restricted  as  to  place  of 
residence  and  need  not  be  the  occupant 
of  the  property  covered  by  the  mortgage. 

§  576.33  Occupancy  priority  to  war 
workers.  The  mortgagor  must  establish, 
in  a  manner  satisfactory  to  the  Com¬ 
missioner,  that  after  completion  of  the 
dwelling  or  dwellings,  occupancy  priority 
will  be  given  to  persons  engaged  in  war 
activities. 

Eligible  Properties 

§576.34  Nature  of  title  to  the  realty. 
A  mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  leasehold  under  a  lease  for  not 
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less  than  99  years  which  is  renewable, 
or  under  a  lease  with  a  period  of  not 
less  than  50  years  to  run  from  the  date 
the  mortgage  is  executed. 

S  576.35  Dwelling  unit  located  on 
property.  At  the  time  a  mortgage  is 
insured  there  must  be  located  on  the 
mortgaged  property  a  dwelling  unit  de¬ 
signed  principally  for  residential  use  for 
not  more  than  four  families.  Such  unit 
may  be  connected  with  other  dwellings 
by  a  party  wall  or  otherwise. 

§  576.36  Standar ds  for  buildings. 
The  buildings  on  the  mortgaged  property 
must  conform  with  the  standards  pre¬ 
scribed  by  the  Commissioner. 

§  576.37  Location  of  property.  The 
mortgaged  property  must  be  located  in 
an  area  in  which  the  President  shall 
find  that  an  acute  shortage  of  housing 
exists  or  impends  which  would  impede 
national  war  activities. 

§  576.38  Effective  date.  The  admin¬ 
istrative  rules  in  this  part  are  effective 
as  to  all  mortgages  on  which  a  commit¬ 
ment  to  insure  under  section  603  is  is¬ 
sued  to  an  approved  mortgagee  on  or 
after  May  26,  1942. 


Part  577 — Regulations  for  War  Housing 


Insurance 
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577.6 

Time  of  default. 
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Authority;  §§  677.1  to  677.13,  inclusive,  is- 
issued  under  Pub.  Law  69,  77th  Cong.,  as 
amended  by  Pub.  Law  659,  77th  Cong. 

Note:  The  word  “defense”  appearing  in 
Subchapter  H — Part  577  has  been  changed 
in  this  revision  to  the  word  “war”  to  conform 
with  the  amendments  to  Title  VI  of  the 
National  Housing  Act,  approved  May  26,  1942. 

§  577,1  Citation.  The  regulations  in 
this  part  may  be  cited  and  referred  to 
as  “Part  577 — Regulations  of  the  Federal 
Housing  Commissioner  for  war  housing 
insurance  under  section  603  of  the  Na¬ 
tional  Housing  Act,  as  amended,  effective 
March  31,  1941,  revised  May  26,  1942.” 

§  577.2  Definitions.  As  used  in  the 
regulations  in  this  part: 

(a)  The  term  “Commissioner"  means 
the  Federal  Housing  Commissioner. 

(b)  The  term  “Act"  means  the  Na¬ 
tional  Housing  Act. 

(c)  The  term  “mortgage"  means  such 
a  first  lien  upon  real  estate  as  is  com¬ 
monly  given  to  secure  advances  on,  or  the 
unpaid  purchase  price  of,  real  estate 
under  the  laws  of  the  jurisdiction  where 
the  real  estate  is  situated,  together  with 


the  credit  instruments,  if  any,  secured 
thereby. 

(d)  The  term  “insured  mortgage” 
means  a  mortgage  which  has  been  in¬ 
sured  by  the  endorsement  of  the  Com¬ 
missioner. 

(e)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
his  heirs,  executors,  administrators,  and 
assigns. 

(f)  The  term  “mortgagee"  means  the 
original  lender  under  a  mortgage  and  its 
successors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner. 

(g)  The  term  “contract  of  insurance” 
means  the  endorsement  of  the  Commis¬ 
sioner  upon  the  credit  instrument  given 
in  connection  with  an  insured  mortgage, 
incorporating  by  reference  these  regu¬ 
lations. 

§  577.3  Premiums,  (a)  The  mort¬ 
gagee  shall  pay  to  the  Commissioner  an 
annual  mortgage  insurance  premium 
equal  to  on^-half  of  1  percent  of  the 
average  outstanding  principal  obligation 
for  the  12-month  period  following  the 
date  on  which  such  premium  becomes 
payable,  and  calculated  in  accordance 
with  the  amortization  provisions  without 
taking  into  account  deUnquent  payments 
or  prepayments. 

The  first  such  premium  is  to  be  paid 
on  the  date  on  which  such  insurance  be¬ 
comes  effective  by  endorsement  and  shall 
be  calculated  on  the  average  outstanding 
principal  balance  for  the  year  beginning 
with  a  day  30  days  prior  to  the  date  of 
the  first  monthly  payment.  Until  the 
mortgage  is  paid  in  full  or  the  mortgaged 
property  is  acquired  by  the  Commis¬ 
sioner  as  hereinafter  set  forth,  or  until 
the  contract  of  insurance  is  otherwise 
terminated  as  hereinafter  provided,  the 
next  and  each  succeeding  premium  shall 
be  paid  annually  thereafter  on  the  an¬ 
niversary  of  such  day,  and  the  amount 
of  the  second  premium  payment  will  be 
adjusted  accordingly.  Such  premiums 
shall  be  paid  either  in  cash  or  deben¬ 
tures  issued  under  Title  VI  of  the  Na¬ 
tional  Housing  Act  at  par  plus  accrued 
interest. 

The  provisions  of  this  section  shall  also 
apply  to  mortgages  Insured  prior  to  the 
date  of  the  regulations,  in  this  part  but 
only  in  respect  to  premiums  payable 
after  the  effective  date  of  the  regula¬ 
tions  in  this  part. 

(b)  In  the  event  that  the  principal  ob¬ 
ligation  of  any  mortgage  accepted  for  in¬ 
surance  is  paid  in  full  prior  to  maturity, 
the  mortgagee  shall  within  30  days  there¬ 
after  notify  the  Commissioner  of  the  date 
of  prepayment  and  shall  pay  to  the 
Commissioner  an  adjusted  premium 
charge  of  1  percent  of  the  original  prin¬ 
cipal  amount  of  the  prepaid  mortgage, 
except  that  if  at  the  time  of  such  pre¬ 
payment  there  is  placed  on  the  mort¬ 
gaged  property  a  new  insured  mortgage 
in  an  amount  less  than  the  original 
amount  of  the  prepaid  mortgage,  such 
adjusted  premium  shall  be  1  percent  of 
the  difference  in  such  amounts. 

In  no  event  shall  the  adjusted  premium 
exceed  the  aggregate  amount  of  premium 
charges  which  would  have  been  payable 


if  the  mortgage  had  continued  to  be 
insured  until  maturity. 

No  adjusted  premium  shall  be  due  or 
payable  in  the  following  cases: 

(1)  Where  at  the  time  of  such  pre- 
pasnnent  there  is  placed  on  the  mort¬ 
gaged  property  a  new  insured  mortgage 
for  an  amount  equal  to  or  greater  than 
the  original  principal  amount  of  the  pre¬ 
paid  mortgage;  or 

(2)  Where  the  final  maturity  speci¬ 
fied  in  the  mortgage  is  accelerated  solely 
by  reason  of  partial  prepayments  made 
by  the  mortgagor  which  do  not  exceed  in 
any  one  calendar  year  15  percent  of  the 
original  face  amount  of  the  mortgage;  or 

(3)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  payments  to  principal  to  com¬ 
pensate  for  (i)  damage  to  the  mortgaged 
property,  or  (ii)  a  release  of  a  part  of 
such  property  if  approved  by  the  Com¬ 
missioner;  or 

(4)  Where  payment  in  full  is  made  of 
a  delinquent  mortgage  on  which  fore¬ 
closure  proceedings  have  been  com¬ 
menced,  or  for  the  purpose  of  avoiding 
foreclosure,  if  the  transaction  is  approved 
by  the  Commissioner; 

(5)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  which  in 
any  one  calendar  year  exceed  fifteen  per- 
centum  (15%)  of  the  original  face 
amount  of  the  moitgage,  if  made  by  the 
mortgagor  during  the  period  of  the  na¬ 
tional  emergency  declared  by  the  Presi¬ 
dent  to  exist  on  May  27,  1941;  or  where 
the  principal  obligation  of  any  mortgage 
accepted  for  insurance  is  paid  in  full 
prior  to  maturity  by  the  mortgagor  dur¬ 
ing  the  period  of  such  national  emer¬ 
gency,  provided  the  mortgagee  submits 
to  the  Commissioner  a  certificate  signed 
by  the  mortgagor  certifying  that  the 
mortgage  has  been  paid  in  full  without 
refinancing  or  otherwise  creating  any 
obligation  or  debt  for  which  the  mort¬ 
gagor  or  property  owned  by  the  mort¬ 
gagor  is  liable. 

Upon  such  prepayment  the  contract  of 
insurance  shall  terminate. 

(c)  If  at  the  time  of  prepayment  a 
new  insured  mortgage  is  placed  on  the 
same  property,  the  Commissioner  will  re¬ 
fund  to  the  mortgagee  for  the  account 
of  the  mortgagor  an  amount  equal  to  the 
pro  rata  portion  of  the  current  annual 
mortgage  insurance  premium  theretofore 
paid,  which  is  applicable  to  the  portion  of 
the  year  subsequent  to  such  prepayment. 

§  577.4  Insurance  endorsement. 
Upon  compliance,  satisfactory  to  the 
Commissioner,  with  the  terms  of  his 
commitment  to  insure,  the  Commissioner 
will  endorse  the  original  credit  instru¬ 
ment  in  form  as  follows: 

No _ 

Insured  under  section  603  of 
The  National  Housing  Act 
And  regulations  of  the 
Federal  Hou.sing  Commissioner 
For  War  Housing  Insurance 
Dated  March  31,  1941 

as  amended _ «. — 

Federal  Housing  Commissioner 

By - - - 

Authorized  Agent 
Date _ 
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The  mortgage  shall  be  an  insured 
mortgage  from  the  date  of  such  endorse¬ 
ment.  The  Commissioner  and  the  mort¬ 
gagee  shall  thereafter  be  bound  by  the 
regulations  in  this  part  with  the  same 
force  and  to  the  same  extent  as  if  a  sep¬ 
arate  contrswjt  had  been  executed  re¬ 
lating  to  the  insured  mortgage,  including 
the  provisions  of  the  regulations  in  this 
part  and  of  the  National  Housing  Act. 

S  577.5  Rights  of  parties  on  termina¬ 
tion  of  insurance.  In  the  event  the 
mortgagee  forecloses  on  the  mortgaged 
property,  but  does  not  convey  it  to  the 
Commissioner  in  accordance  with  §  577.8 
and  the  Commissioner  is  given  written 
notice  thereof,  or  in  the  event  the  mort¬ 
gagor  pays  the  obligation  under  the 
mortgage  in  full,  prior  to  the  maturity 
thereof,  and  the  mortgagee  pays  any  ad¬ 
justed  premium  required  under  §  577.3 
(b),  and  the  Commissioner  is  given  writ¬ 
ten  notice  by  the  mortgagee  of  such  pay¬ 
ment  by  the  mortgagor,  the  obligation  to 
pay  any  subsequent  premium  charge  for 
insurance  shall  cease  and  all  rights  of 
the  mortgagee  and  mortgagor,  under 
§  577.8,  shall  terminate  as  of  the  date  of 
such  notice. 

§  577.6  Time  of  default.  If  the  mort¬ 
gagor  fails  to  make  any  payment,  or 
to  perform  any  other  covenant  or  obli¬ 
gation  under  the  mortgage,  and  such 
failure  continues  for  a  period  of  30  days,  1 
the  mortgage  shall  be  considered  in  de¬ 
fault,  and  the  mortgagee  shall,  within 
60  days  thereafter,  give  notice  in  writing 
to  the  Commissioner  of  such  default,  and 
similar  notices  each  sixty  (60)  days  until 
such  default  is  cured. 

§  577.7  Transfer  of  property  to  the 
Commissioner;  conditions  of  default  in 
mortgage.  At  any  time  within  1  year 
from  the  date  of  default  the  mortgagee, 
at  its  election,  shall  either; 

(a)  With,  and  subject  to.  the  consent 
of  the  Commissioner,  acquire  by  means 
other  than  foreclosure  of  the  mortgage, 
possession  of,  and  title  to,  the  mortgaged 
property;  or 

(b)  Commence  foreclosure  of  the 
mortgage:  Provided,  That  if  the  laws  of 
the  State  in  which  the  mortgaged  prop¬ 
erty  is  situated  do  not  permit  the  com¬ 
mencement  of  such  foreclosure  within 
such  period  of  time,  the  mortgagee  shall 
commence  such  foreclosure  w'ithin  60 
days  after  the  expiration  of  the  time 
during  which  such  foreclosure  is  pro¬ 
hibited  by  such  laws: 

The  mortgagee  shall  promptly  give 
notice  in  writing  to  the  Commissioner 
of  the  institution  of  foreclosure  proceed¬ 
ings  and  shall  exercise  reasonable  dili¬ 
gence  in  prosecuting  such  proceedings  to 
completion. 

For  the  purposes  of  this  section,  the 
date  of  default  shall  be  considered  as 
30  days  after  (1)  the  first  uncorrected 
failure  to  perform  a  covenant  or  obliga¬ 
tion,  or  (2)  the  first  failure  to  make 
a  monthly  payment  which  subsequent 
payments  by  the  mortgagor  are  insuf¬ 
ficient  to  cover  when  applied  to  the  over¬ 
due  monthly  payments  in  the  order  in 
which  they  become  due. 

If  after  default  and  prior  to  the  com¬ 
pletion  of  foreclosure  proceedings,  the 


mortgagor  shall  pay  to  the  mortgagee 
all  monthly  payments  in  default  and 
such  expenses  as  the  mortgagee  shall 
have  Incurred  in  connection  with  the 
foreclosure  proceedings,  notice  shall  be 
given  to  the  Commissioner,  and  the  in¬ 
surance  shall  continue  as  if  such  default 
had  not  occurred. 

Nothing  contained  in  this  section  shall 
be  construed  so  as  to  prevent  the  mort¬ 
gagee,  with  the  written  consent  of  the 
Commissioner,  from  taking  action  at  a 
later  date  than  herein  specified. 

If  at  any  time  during  default  the  mort¬ 
gagor  is  a  “person  in  military  service", 
as  such  term  is  defined  in  the  Soldiers’ 
and  Sailors’  Civil  Relief  Act  of  1940,  the 
period  during  which  he  is  in  such  serv¬ 
ice  shall  be  excluded  in  computing  the 
one  year  period  within  which  the  mort¬ 
gagee  shall  commence  foreclosure  or 
acquire  the  property  by  other  means  as 
provided  in  this  section  and  no  postpone¬ 
ment  or  delay  in  the  prosecution  of  fore¬ 
closure  proceedings  during  the  period 
the  mortgagor  is  in  such  military  service 
shall  be  construed  as  failure  on  the  part 
of  the  mortgagee  to  exercise  reasonable 
diligence  in  prosecuting  such  proceedings 
to  completion  as  required  by  this  sec¬ 
tion,  If  the  mortgagor  is  a  person  in 
military  service  as  defined  in  such  Act, 
i  the  mortgagee  may,  by  written  agree¬ 
ment  with  the  mortgagor,  postpone  for 
the  period  of  military  service,  and  three 
months  thereafter,  that  part  of  the 
monthly  payment,  or  any  part  thereof 
which  represents  amortization  of  prin¬ 
cipal,  provided  such  agreement  contains 
a  provision  for  the  resumption  of  monthly 
payments  thereafter  in  amounts  which 
will  completely  amortize  the  mortgage 
debt  within  its  original  maturity.  Such  j 
agreement,  however,  will  in  no  way  affect 
the  amount  of  the  annual  mortgage  in¬ 
surance  premium  which  will  continue  to 
be  calculated  in  accordance  with  the 
original  amortization  provisions. 

§  577.8  Condition  of  property  when 
transferred:  delivery  of  debentures;  cer¬ 
tificate  of  claim  and  definition  of  the 
term  "waste".  If  the  default  is  not  cured 
as  aforesaid,  and  if  the  mortgagee  has 
otherwise  complied  with  the  provisions 
of  §  577.7,  and  at  any  time  within  30 
days  (or  such  further  time  as  may  be 
necessary  to  complete  the  title  examina¬ 
tion  and  perfect  such  title)  after  acquir¬ 
ing  possession  of  the  mortgaged  property 
by  foreclosure,  or  by  other  means  in  ac¬ 
cordance  with  paragraph  (a)  of  §  577.7, 
tenders  to  the  Commissioner  possession 
of,  and  a  deed  containing  a  covenant 
which  warrants  against  the  acts  of  the 
mortgagee  and  all  claiming  by,  through, 
or  under  it,  conveying  good  merchantable 
title  (evidenced  as  hereinafter  provided 
in  §  577.9)  to,  such  property  undamaged 
by  fire,  earthquake,  flood,  or  tornado,  and 
undamaged  by  waste,  except  as  herein¬ 
after  in  this  section  provided,  and  assigns 
(without  recourse  or  warranty)  any  and 
all  claims  which  it  has  acquired  in  con¬ 
nection  with  the  mortgage  transaction, 
and  as  a  result  of  the  foreclosure  pro¬ 
ceedings  or  other  means  by  which  it  ac¬ 
quired  such  property,  except  such  claims 
as  may  have  been  released  with  the  ap¬ 
proval  of  the  Commissioner,  the  Com¬ 


missioner  shall  promptly  accept  convey¬ 
ance  of  such  property  and  such 
assignment  and  shall  deliver  to  the 
mortgagee: 

(a)  Debentures  of  the  War  Housing 
Insurance  Fund  as  set  forth  in  section 
604  of  the  Act,  issued  as  of  the  date 
foreclosure  proceedings  were  instituted 
or  the  property  was  otherwise  acquired 
by  the  mortgagee  after  default,  bearing 
interest  at  the  rate  of  two  and  one-half 
per  centum  (2y2%)  per  annum  payable 
semi-annually  on  the  first  day  of  Janu¬ 
ary  and  the  first  day  of  July  of  each  year, 
and  having  a  total  face  value  equal  to 
the  value  of  the  mortgage  as  defined  in 
section  604  (a)  of  the  Act.  Such  value 
shall  be  determined  by  adding  to  orig¬ 
inal  principal  of  the  mortgage,  which  was 
unpaid  on  the  date  of  the  Institution  of 
foreclosure  proceedings  or  the  acquisi¬ 
tion  of  the  property  otherwise  after 
default,  the  amount  of  all  payments, 
which  have  been  made  by  the  mortgagee 
for  taxes,  ground  rent  and  water  rates, 
which  are  liens  prior  to  the  mortgage, 
special  assessments,  which  are  noted  on 
the  application  for  insurance  or  which 
become  liens  after  the  insurance  of  the 
mortgage,  insurance  on  the  property 
mortgaged  and  any  mortgage  insurance 
premium  paid  after  the  institution  of 
foreclosure  proceedings  or  the  acquisi¬ 
tion  of  the  property  otherwise  after  de¬ 
fault.  and  by  deducting  from  such  total 
any  amount  received  on  account  of  the 
mortgage  after  the  institution  of  fore¬ 
closure  proceedings  or  the  acquisition 
of  the  property  otherwise  after  default 
and  from  any  source  relating  to  the  prop¬ 
erty  on  account  of  rent  or  other  income 
after  deducting  reasonable  expenses  in¬ 
curred  in  handling  the  property:  Pro¬ 
vided,  however.  That  with  respect  to 
mortgages  on  which  the  unpaid  principal 
obligation  at  the  time  of  the  Institution 
of  foreclosure  proceedings  exceeds  80 
percent  of  the  appraised  value  of  the 
property  as  of  the  date  the  mortgage  was 
accepted  for  insurance,  there  will  be 
included  in  the  debentures  issued  by  the 
Commissioner,  on  account  of  the  cost  of 
foreclosure  (or  of  acquiring  the  property 
by  other  means)  actually  paid  by  the 
mortgagee  and  approved  by  the  Com¬ 
missioner  an  amount — 

(1)  Not  in  excess  of  2  per  centum  of 
the  unpaid  principal  of  the  mortgage  as 
of  the  date  of  the  institution  of  fore¬ 
closure  proceedings  and  not  in  excess  of 
$75;  or 

(2)  Not  in  excess  of  two-thirds  of  such 
cost,  whichever  is  the  greater. 

Such  debentures  shall  be  registered  as 
to  principal  and  Interest  and  all  or  any 
such  debentures  may  be  redeemed,  at  the 
option  of  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury, 
at  par  and  accrued  interest  on  any  inter¬ 
est  payment  day  on  3  months’  notice  of 
redemption  given  in  such  manner  as  the 
Commissioner  shall  prescribe. 

(b)  A  certificate  of  claim  in  accord¬ 
ance  with  section  604  (e)  of  the  Act, 
which  shall  become  payable,  if  at  all, 
upon  the  sale  and  final  liquidation  of  the 
Interest  of  the  Commissioner  in  such 
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property  in  accordance  with  section  604 
(f)  of  the  Act.  This  certificate  shall  be 
for  an  amount  which  the  Commissioner 
shall  determine  to  be  sufficient  to  pay 
all  amounts  due  under  the  mortgage  and 
not  covered  by  the  amount  of  deben¬ 
tures  and  shall  Include  a  reasonable 
amount  for  necessary  expenses  incurred 
by  the  mortgagee  in  connection  with  the 
foreclosure  proceedings  or  the  acquisition 
of  the  mortgaged  property  otherwise  and 
the  conveyance  thereof  to  the  Commis¬ 
sioner,  including  reasonable  attorney’s 
fees,  unpaid  interest  and  cost  of  repairs 
to  the  property  made  by  the  mortgagee 
after  default  to  remedy  the  waste  men¬ 
tioned  in  this  section.  Each  such  certifi¬ 
cate  of  claim  shall  provide  that  there 
shall  accrue  to  the  holder  thereof  with 
respect  to  the  face  amount  of  such  certifi¬ 
cate,  an  increment  at  the  rate  of  3  per¬ 
cent  per  annum. 

'The  term  “waste”  as  used  in  this  sec¬ 
tion  means  permanent  or  substantial  in¬ 
jury  caused  by  unreasonable  use,  or 
abuse,  and  is  not  intended  to  include 
damage  caused  by  ordinary  wear  and 
tear. 

'The  provisions  of  this  section  concern¬ 
ing  waste,  shall  not  apply  to  mortgages 
on  which  the  unpaid  principal  obligation 
at  the  time  of  the  institution  of  fore¬ 
closure  proceedings  exceeds  75  percent  of 
the  appraised  value  of  the  property  as  of 
the  date  the  mortgage  was  accepted  for 
insurance,  and  in  any  event  the  obliga¬ 
tion  cf  the  mortgagee  to  repair  waste  in 
accordance  with  such  provision  shall  be 
limited  to  the  amount  of  $100  for  each 
family  dwelling  unit  covered  by  the  mort-  ] 
gage. 

§  577.9  Satisfactory  title  evidence. 
Evidence  of  title  of  the  following  tjqies 
will  be  satisfactory  to  the  Commissioner; 

(a)  A  fee  or  owner’s  policy  of  title 
insurance,  a  guaranty  or  guarantee  of 
title,  or  a  certificate  of  title,  issued  by 
a  title  company,  duly  authorized  by  law 
and  qualified  by  experience  to  issue 
such;  or 

(b)  An  abstract  of  title  prepared  by  an 
abstract  company  or  individual  engaged 
in  the  business  of  preparing  abstracts  of 
title  and  accompanied  by  the  legal  opin¬ 
ion  as  to  the  quality  of  such  title  signed 
by  an  attorney  at  law  experienced  in 
examinations  of  titles;  or 

(c) '  A  Torrens  or  similar  title  certifi¬ 
cate;  or 

(d)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch  of 
the  Government  of  the  United  States 
or  of  any  State  or  Territory  thereof. 

Such  evidence  of  title  shall  be  furnished 
without  cost  to  the  Commissioner  and 
shall  be  executed  as  of  a  date  to  include 
the  recordation  of  the  deed  to  the  Com¬ 
missioner,  and  shall  show  that,  accord¬ 
ing  to  the  public  records,  there  are  not, 
at  such  date,  any  outstanding  prior  liens, 
including  any  past  due  and  unpaid 
ground  rents,  general  taxes,  or  special 
assessments. 

If  the  title  and  title  evidence  are  such 
as  to  be  acceptable  to  prudent  lending 
Institutions  and  leading  attorneys  gen¬ 
erally  in  the  community  in  which  the 
property  is  situated,  such  title  and  title 


evidence  will  be  satisfactory  to  the  C<Mn- 
missioner  and  will  be  considered  by  him 
as  good  and  merchantable. 

The  Commissioner  will  not  object  to 
the  title  by  reason  of  the  following  mat¬ 
ters,  provided  they  are  not  such  as  to 
impair  the  value  of  the  property  for  res¬ 
idence  purposes,  or  provided  they  have 
been  brought  to  the  attention  of  the  in¬ 
suring  office  for  consideration  in  fixing 
the  valuation: 

(1)  customary  easements  for  public 
utilties,  party  walls,  driveways,  and  other 
purposes;  customary  building  or  use  re¬ 
strictions  for  breach  of  which  there  is 
no  reversion  and  which  have  not  been 
violated  to  a  material  extent; 

(2)  Such  restrictions  when  coupled 
with  a  reversionary  clause,  provided  there 
has  been  no  violation  prior  to  the  date 
of  the  deed  to  the  Commissioner; 

(3)  Slight  encroachments  by  adjoin¬ 
ing  improvements; 

(4)  Oustanding  oil,  water,  or  mineral 
rights  which,  in  the  opinion  of  the  Com¬ 
missioner,  do  not  impair  the  value  of  the 
property  for  residence  purposes,  or  which 
are  customarily  waived  by  prudent  lend¬ 
ing  institutions  and  leading  attorneys 
generally  in  the  community. 

§  577.10  Assignment  of  mortgages. 
When  the  insured  mortgage  is  trans¬ 
ferred  to  another  approved  mortgagee, 
such  transferor  and  transferee  shall  both 
notify  the  Commissioner  of  such  transfer 
within  30  days  thereof,  and  the  trans¬ 
feree  shall  thereupon  succeed  to  all  the 
rights  and  become  bound  by  all  the  ob¬ 
ligations  of  the  transferor  under  the  con¬ 
tract  of  insurance;  and  the  transferor 
shall  thereupon  be  released  from  its  ob¬ 
ligations  under  the  contract  of  insurance. 

Whenever  ths  insured  mortgage  is 
transferred  to  another  approved  mort¬ 
gagee  for  the  purposes  of  collateral  only, 
no  notice  need  be  given  to  the  Commis¬ 
sioner  until  such  collateral  is  foreclosed, 
but  the  transferor  shall  remain  subject 
to  all  the  obligations  of  the  contract  of 
insurance. 

§  577.11  Termination  of  contract  of  j 
insurance.  The  contract  of  insurance  ! 
shall  terminate  upon  the  happening  of  ! 
either  of  the  following  events: 

(a)  the  acquisition  of  the  insured 
mortgage  by.  or  the  pledge  thereof  to, 
any  person,  firm,  or  corporation,  public 
or  private,  other  than  an  approved  mort¬ 
gagee,  whether  individually  or  in  trust 
for  another;  Provided,  That  this  para¬ 
graph  (a)  shall  not  be  applicable  to  a 
mortgage  acquired  or  held  by  an  ap¬ 
proved  mortgagee,'  which  is  a  banking 
institution  or  trust  company  inspected 
and  supervised  by  some  governmental 
agency,  for  a  trust  held  or  administered 
by  it  in  a  fiduciary  capacity,  as  long 
as  such  fiduciary  relationship  shall  re¬ 
main  in  effect; 

(b)  the  disposal  by  an  approved  mort¬ 
gagee  of  any  partial  interest  in  an  in¬ 
sured  mortgage  or  group  of  insured  mort¬ 
gages  (whether  to  another  approved 
mortgagee  or  otherwise)  by  means  of  a 
declaration  of  trust,  or  by  a  participa¬ 
tion  or  trust  certificate,  or  by  any  other 
device;  Provided,  That  this  paragraph 


(b)  shall  not  be  applicable  to  any  mort¬ 
gage  so  long  as  it  is  held  in  a  common 
truct  fund  maintained  by  a  bank  or  trust 
company  (1)  exclusively  for  the  collec¬ 
tive  investment  and  reinvestment  of 
moneys  contributed  thereto  by  the  bank 
or  trust  company  in  its  capacity  as  a 
trustee,  executor  or  administrator;  and 
(2)  in  conformity  with  the  rules  and  reg¬ 
ulations  prevailing  from  time  to  time  cf 
the  Board  of  Governors  of  the  Federal 
Reserve  System,  pertaining  to  the  collec¬ 
tive  investment  of  trust  funds:  Provided, 
further.  That  this  paragraph  (b)  shall 
not  be  applicable  to  any  mortgage  so 
long  as  it  is  held  in  a  common  trust 
estate  administered  by  a  bank  or  trust 
company  which  is  subject  to  the  inspec¬ 
tion  and  supervision  of  a  governmental 
agency,  exclusively  for  the  benefit  of 
other  banking  institutions  which  are  sub¬ 
ject  to  the  inspection  and  supervision  of 
a  governmental  agency,  and  which  are 
authorized  by  law  to  acquire  beneficial 
interests  in  such  common  trust  estate. 

§  577.12  Amendments.  The  regula¬ 
tions  in  this  part  may  be  amended  by  the 
Commissioner  at  any  time  and  from  time 
to  time,  in  whole  or  in  part,  but  such 
amendment  shall  not  affect  the  contract 
of  insurance  on  any  mortgage  already 
insured,  or  any  mortgage  or  prospective 
mortgage  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 

§  577.13  Effective  date.  The  regula¬ 
tions  in  this  part  are  effective  as  to  all 
mortgages  on  which  a  commitment  to  in¬ 
sure  under  section  603  is  issued  to  an  ap¬ 
proved  mortgagee  on  or  after  May  26, 
1942.  Whenever  a  mortgagee  so  desires, 
the  provisions  of  these  regulations  shall 
become  a  part  of  any  contract  of  insur¬ 
ance  heretofore  made. 

Issued  at  Washington,  D.  C.,  May  26, 
1942. 

[seal]  Abner  H.  Ferguson, 

Federal  Housing  Commissioner. 

[F.  R.  Doc.  42-5227;  Piled,  June  4.  1942; 

9:31  a.  m.] 
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ance  FOR  Mortgages  Not  Exceedi^'G 
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APPROVAL  OF  MORTGAGEES 

Sec. 

580.1  Classification  of  mortgagees. 

580.2  Property  inspection  by  mortgager 

580.3  Non-approval. 

580.4  Withdrawal  of  approval. 

APPLICATION  AND  COMMITMENT 

580.5  Submission  of  application. 

580.6  Form  of  application. 

580.7  Application  fee. 

580.8  Approval  of  application. 

ELIGIBLE  MORTGAGES 

580.9  Mortgage  must  be  on  approved  form.* 
58OT0  Amount  cf  principal  obligation. 

580.11  Maturity. 

580.12  Interest  rate. 

680.13  Amortization  provisions. 

580.14  Payment  requirements. 

580.15  Covenants  for  fire  insurance. 

580.16  Additional  payment  requirements. 

580.17  Initial  service  charge. 

580.18  Recording  fees,  mortgage  and  stamp 
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580.19  Rights  and  remedies  of  mortgagee  In 

event  of  default  or  foreclosure. 

680.20  Additional  terms  and  conditions. 

580.21  Soundness  of  risk  of  project. 

ELIGIBLE  MOBTOACOR8 

680.22  Property  free  of  liens  and  obligations. 

580.23  Occupancy  priority  to  war  workers. 

580.24  Satisfactory  credit  standing. 

SUPERVISION  or  MORTGAGORS 

580.25  Working  capital  requirements. 

580.26  Assurance  of  completion  require¬ 

ments. 

580.27  Infection  of  property  and  records 

by  Commissioner. 

580.28  Form  of  assurance  of  completion. 

ELIGIBLE  PROPERTIES 

580.29  Eligibility  of  property. 

580.30  Development  of  property. 

580.31  Requirements  regarding  location  and 

use  by  war  workers. 

580.32  Compliance  with  zoning  restrictions, 

etc. 

TITLE 

580.33  Eligibility  of  title. 

580.34  Title  evidence. 

INSURANCE  or  ADVANCES  DURING  CONSTRUCTION 

580.35  Agreement  as  to  manner  and  condi¬ 

tions  governing  advances. 

580.36  Prevailing  wage  requirement. 

^  EFFECTIVE  DATE 

58087  Effective  date. 

Authoritt:  §1  580.1  to  580.37,  Inclusive, 
Issued  under  Pub.  Law  24,  77th  Cong.,  as 
amended  by  Pub.  Law  559,  77th  Cong. 

Approval  of  Mortgages 

§  580.1  Classification  of  mortgagees. 
The  following  may  become  the  mort¬ 
gagee  of  a  mortgage  insured  under  sec¬ 
tion  608  of  the  National  Housing  Act: 

(a)  Any  institution  or  organization 
which  is  approved  as  a  mortgagee  un¬ 
der  section  203  (b)  or  603  (b)  of  the 
National  Housing  Act;  and 

(b)  Any  other  chartered  institution  or 
permanent  organization  having  succes¬ 
sion,  upon  its  approval  by  the  Commis¬ 
sioner  for  a  particular  transaction. 

§  580.2  Property  inspection  by  mort¬ 
gagee.  As  a  condition  precedent  to  in¬ 
surance,  the  mortgagee  must  agree  that 
it  will  ascertain  the  general  physical  con¬ 
dition  of  the  mortgaged  property  at  inter¬ 
vals  not  greater  than  one  (1)  year,  and 
that,  if  at  any  time  it  be  determined  by 
the  mortgagee  that,  in  addition  to  ordi¬ 
nary  wear  and  tear,  the  mortgaged  prop¬ 
erty  is  being  subjected  to  permanent  or 
substantial  injury,  through  unreasonable 
use,  abuse  or  neglect,  the  mortgagee  will, 
unless  adequate  provision  satisfactory  to 
a  prudent  lender  is  made  for  the  prompt 
restoration  of  the  mortgaged  property, 
forthwith  take  such  action  as  may  be 
available  to  it  under  the  mortgage  and 
appropriate  to  the  particular  case,  for 
the  protection  and  preservation  of  the 
mortgaged  property  and  the  income 
therefrom,  and  the  submission  of  an  ap¬ 
plication  for  insurance  shall  be  evidence 
of  such  agreement. 

§  580.3  Non-approval.  The  Commis¬ 
sioner  reserves  the  right  to  refuse  to 
approve  any  institution  or  organization 
as  the  mortgagee  of  a  particular  mort¬ 
gage  or  to  withhold  any  such  approval 


pending  compliance  by  such  institution 
or  organization,  with  additional  condi¬ 
tions  which  in  the  discretion  of  the  Com¬ 
missioner  are  required  in  the  particular 
case. 

§  580.4  Withdrawal  of  approval.  Ap¬ 
proval  of  a  mortgagee  may  be  withdrawn 
by  notice  from  the  Commissioner  upon 
violation  of  the  agreement  mentioned  in 
S  580.2,  and  such  approval  may  also  be 
withdrawn  at  any  time  for  other  cause 
suflOclent  to  the  Commissioner,  but  no 
withdrawal  will  in  any  way  affect  the  in¬ 
surance  on  mortgages  theretofore  ac¬ 
cepted  for  insurance. 

Application  and  Commitment 

S  580.5  Submission  of  application. 
Any  approved  mortgagee  may  submit  an 
application  for  insurance  of  a  mortgage 
about  to  be  executed,  or  of  a  mortgage 
already  executed. 

§  580.6  Form  of  application.  The 
application  must  be  made  upon  a  stand¬ 
ard  form  prescribed  by  the  Commis¬ 
sioner  and  filed  at  the  local  Federal 
Housing  Administration  office  serving 
the  area  in  which  the  property  is  located. 

§  580.7  Application  fee.  The  appli¬ 
cation  must  be  accompanied  by  the 
mortgagee’s  check  to  cover  an  applica¬ 
tion  fee  computed  at  the  rate  of  three 
dollars  ($3.00)  per  fhousand  dollars 
($1,000.00)  of  the  original  face  amount 
of  the  mortgage  loan  for  which  applica¬ 
tion  is  made,  to  cover  the  costs  of  anal¬ 
ysis  and  commitment  by  the  Commis¬ 
sioner.  If  the  application  is  refused 
without  an  estimate  of  replacement  costs 
being  made  by  the  Commissioner,  the 
fee  paid  will  be  returned  to  the  appli¬ 
cant.  If  an  application  is  rejected  after 
such  estimate  has  been  made,  all  of  such 
fee  paid  in  excess  of  that  calculated  at 
one  dollar  and  fifty  cents  ($1.50)  per 
thousand  dollars  will  be  returned  to  the 
applicant.  If,  after  insurance,  the 
amount  of  an  insured  mortgage  is  in¬ 
creased  either  by  amendment  or  by  the 
substitution  of  a  new  insured  mortgage, 
a  further  fee  shall  be  paid  based  upon 
the  amount  of  such  increase. 

§  580.8  Approval  o  f  application. 
Upon  approval  of  an  application,  accept¬ 
ance  of  the  mortgage  for  insurance  will 
be  evidenced  by  the  issuance  of  a  com¬ 
mitment  setting  forth,  upon  a  form  pre¬ 
scribed  by  the  Commissioner,  the  terms 
and  conditions  under  which  mortgage 
insurance  will  be  granted,  but  no  com¬ 
mitment  will  be  valid  unless  executed 
by  the  Commissioner  or  by  his  agent 
duly  authorized  for  such  purpose. 

Eligible  Mortgages 

§  580.9  Mortgage  must  be  on  ap¬ 
proved  form.  To  be  eligible  for  insur¬ 
ance — The  mortgage  must  be  executed 
upon  a  form  approved  by  the  Commis¬ 
sioner  for  use  in  the  jurisdiction  in  which 
the  property  covered  by  the  mortgage  is 
situated  by  a  mortgagor  with  the  quali¬ 
fications  hereinafter  set  forth  in 
§§  580.22,  580.23,  and  580.24,  must  be  a 
first  lien  upon  property  that  conforms 
with  the  property  standards  prescribed 
by  the  Commissioner,  and  the  mortgagee 
must  be  obligated,  as  a  part  of  the  mort¬ 
gage  transaction,  to  disburse  the  entire 


principal  amount  of  the  mortgage  to,  or 
for  the  account  of,  the  mortgagor. 

§  580.10  Amount  of  principal  obliga¬ 
tion.  The  mortgage  must  secure  a  prin¬ 
cipal  obligation  in  multiples  of  one  hun¬ 
dred  dollars  ($100.00)  and  in  excess  of 
twelve  thousand  dollars  ($12,000.00)  but 
not  in  excess  of  two  hundred  thousand 
dollars  ($200,000.00)  and  not  in  excess 
of  ninety  per  centum  (90%)  of  the 
amount  which  the  Commissioner  esti¬ 
mates  will  be  the  reasonable  replace¬ 
ment  cost  of  the  completed  property  or 
project.  Including  the  land;  the  proposed 
physical  improvements;  utilities  within 
the  boundaries  of  the  property  or  proj¬ 
ect;  architects’  fees;  taxes  and  interest 
accruing  during  construction;  and  other 
miscellaneous  charges  incidental  to  con¬ 
struction  and  approved  by  the  Commis¬ 
sioner:  Provided,  That  such  mortgage 
shall  not  in  any  event  exceed  the  amount 
which  the  Commissioner  estimates  will 
be  the  cost  of  the  completed  physical 
Improvements  on  the  property  or  project, 
exclusive  of  offsite  public  utilities  and 
streets,  and  organization  and  legal  ex¬ 
penses.  Such  part  of  the  mortgage  as 
may  be  attributable  to  dwelling  use 
shall  not  exceed  $1,350  per  room. 

§  580.11  Maturity.  The  mortgage 
must  have  a  maturity  satisfactory  to  the 
Commissioner  and  should  come  due  upon 
the  first  day  of  a  month. 

§  580.12  Interest  rate.  The  mortgage 
may  bear  interest  at  such  rate  as  may 
be  agreed  upon  between  the  mortgagee 
and  the  mortgagor,  but  in  no  case  shall 
such  interest  rate  be  in  excess  of  four 
per  centum  (4%)  per  annum.  Interest 
shall  be  payable  only  on  principal  out¬ 
standing  and  shall  be  payable  in  monthly 
Installments. 

§  580.13  Amortization  provisions.  The 
mortgage  must  contain  complete  amorti¬ 
zation  provisions  satisfactory  to  the 
Commissioner  requiring  equal  monthly 
payments  consisting  of  principal  and 
interest.  Payments  on  account  of  prin¬ 
cipal  must  begin  not  later  than  the  first 
day  of  the  twelfth  month  following  the 
execution  of  the  mortgage. 

§  580.14  Payment  requirements.  The 
mortgage  may  provide  for  monthly  pay¬ 
ments  by  the  mortgagor  to  the  mort¬ 
gagee  of  an  amount  equal  to  one-twelfth 
(^12)  of  the  annual  mortgage  insurance 
premium  payable  by  the  mortgagee  to 
the  Commissioner.  Such  payments  shall 
continue  only  so  long  as  the  contract 
of  insurance  shall  remain  in  effect.  The 
mortgage  shall  provide  that  upon  the 
payment  of  the  mortgage  before  matu¬ 
rity,  the  mortgagor  shall  pay  the  adjusted 
premium  charge  referred  to  in  Section 
582.4  of  this  chapter. 

§  580.15  Covenants  for  fire  insurance. 
The  mortgage  shall  contain  a  covenant 
binding  the  mortgagor  to  keep  the  prop¬ 
erty  insured  by  a  standard  policy  or 
policies  against  fire  and  such  other  haz¬ 
ards  as  the  Commissioner,  upon  the  in¬ 
surance  of  the  mortgage,  may  stipulate, 
in  an  amount  which  will  comply  with 
the  co-insurance  clause  applicable  to  the 
location  and  character  of  the  property, 
but  not  less  than  eighty  per  cent  (80%) 
of  the  actual  cash  value  of  the  insurable 
improvements  and  equipment  of  the 
project.  The  initial  coverage  shall  be  in 
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an  amount  estimated  by  the  Commis¬ 
sioner  at  the  time  of  completion  of  the 
entire  project  or  units  thereof.  The  poli¬ 
cies  evidencing  such  insurance  shall  have 
attached  thereto  a  standard  mortgagee 
clause  making  loss  payable  to  the  mort¬ 
gagee  and  the  Commissioner,  as  interest 
may  appear. 

§  580.16  Additional  payment  require^ 
ments.  (a)  The  mortgage  shall  provide 
for  such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any,  and 
fire  and  other  hazard  insurance  premi¬ 
ums,  within  a  period  ending  one  month 
prior  to  the  dates  on  which  the  same 
become  delinquent.  The  mortgage  shall 
further  provide  that  such  payments  shall 
be  held  in  trust  for  the  benefit  and  ac¬ 
count  of  the  mortgagor  by  the  mort¬ 
gagee,  for  the  purpose  of  pasdng  such 
ground  rents,  taxes,  water  rates  and 
assessments,  and  insurance  premiums, 
before  the  same  become  delinquent.  The 
mortgage  must  also  make  provision  for 
adjustments  in  case  the  estimated 
amount  of  such  taxes,  water  rates  and 
assessments,  and  insurance  premiums 
shall  “prove  to  be  more,  or  less,  than  the 
actual  amount  thereof  so  paid  by  the 
mortgagor. 

(b)  All  monthly  payments  to  be  made 
by  the  mortgagor  to  the  mortgagee  as 
hereinabove  provided,  §§  580.12  to  580.16 
(a)  inclusive,  shall  be  added  together  and 
the  aggregate  amount  thereof  shall  be 
paid  by  the  mortgagor  each  month  in  a 
single  payment.  The  mortgagee  shall 
apply  the  same  to  the  following  items  in 
the  order  set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance: 

(2)  Ground  rents,  taxes,  water  rates, 
special  assessments,  and  fire  and  other 
hazard  insurance  premiums; 

(3)  Interest  on  the  mortgage;  and 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

Any  deficiency  in  the  amount  of  any  such 
aggregate  monthly  payments  shall,  un¬ 
less  made  good  by  the  mortgagor  prior 
to  or  on  the  due  date  of  the  next  such 
pasrment,  constitute  an  event  of  default 
under  the  mortgage. 

§  580.17  Initial  service  charge.  The 
mortgagee  may  charge  the  mortgagor 
the  amount  of  the  application  fee  pro¬ 
vided  in  §  580.7  of  the  regulations  in  this 
part  and  an  initial  service  charge  to 
reimburse  itself  for  the  cost  of  closing 
the  transaction.  Such  initial  service 
charge  may  be  in  an  amount  not  in  ex¬ 
cess  of  one  and  one-half  per  centum 
<1^2%)  of  the  original  principal  amount 
of  the  mortgage. 

§  580.18  Recording  fees,  mortgage  and 
stamp  taxes,  etc.  In  addition  to  the 
charges  hereinbefore  mentioned,  the 
mortgagee  may  collect  from  the  mort¬ 
gagor  only  recording  fees,  mortgage  and 
stamp  taxes,  if  any,  and  such  costs  of 
survey  and  title  search  as  are  approved 
by  the  Commissioner. 

§  580.19  Rights  and  remedies  of  mort¬ 
gagee  in  event  of  default  or  foreclosure. 


The  mortgage  must  contain  a  provision 
or  provisions,  satisfactory  to  the  Com¬ 
missioner,  giving  to  the  mortgagee,  in 
event  of  default  or  foreclosure  of  the 
mortgage,  such  rights  and  remedies  for 
the  protection  and  preservation  of  the 
property  covered  by  the  mortgage  and 
the  income  therefrom,  as  are  available 
under  the  law  or  custom  of  the  jurisdic¬ 
tion. 

§  580.20  Additional  terms  and  condi¬ 
tions.  The  mortgage  may  contain  such 
other  terms,  conditions  and  provisions 
with  respect  to  advances  during  construc¬ 
tion,  assurance  of  completion,  release  of 
parts  of  the  mortgaged  property  from 
the  lien  of  the  mortgage,  insurance,  re¬ 
pairs,  alterations,  payment  of  taxes,  de¬ 
fault  and  management  reserves,  fore¬ 
closure  proceedings,  anticipation  of 
maturity,  and  other  matters  as  the 
Commissioner  may  in  his  discretion 
prescribe  or  approve. 

§  580.21  Soicndness  of  risk  of  project. 
The  mortgage  must  be  executed  with  re¬ 
spect  to  a  project  which,  in  the  opinion 
of  the  Commissioner,  is  an  acceptable 
risk  In  view  of  the  national  emergency. 

Eligible  Mortgagors 

§  580.22  Property  free  of  liens  and 
obligations.  A  mortgagor  must  establish 
that  after  final  disbursement  of  the  loan 
the  property  covered  by  the  mortgage  is 
free  and  clear  of  all  liens  other  than 
such  mortgage,  and  that  there  will  not 
be  outstanding  any  other  unpaid  obli¬ 
gation  contracted  in  connection  with  the 
mortgage  transaction  or  the  purchase  of 
the  mortgaged  property,  except  obliga¬ 
tions  which  are  secured  by  property  or 
collateral  owned  by  the  mortgagor  inde¬ 
pendently  of  the  mortgaged  property. 

§  580.23  Occupancy  priority  to  war 
workers.  The  mortgagor  must  establish. 
In  a  manner  satisfactory  to  the  Commis¬ 
sioner,  that  after  completion  of  the 
project  occupancy  priority  will  be  given 
to  persons  engaged  In  war  activities. 

§  580.24  Satisfactory  credit  standing. 
A  mortgagor  must  have  a  general  credit 
standing  satisfactory  to  the  Commis¬ 
sioner. 

Supervision  of  Mortgagors 

§  580.25  Working  capital  require¬ 
ments.  The  mortgagor  shall  deposit 
with  the  mortgagee  an  amount  equiva¬ 
lent  to  not  less  than  three  per  cent  (3%) 
of  the  original  principal  amount  of  the 
mortgage,  in  trust  for  the  purpose  of 
meeting  the  cost  of  equipping  and  rent¬ 
ing  the  project  subsequent  to  completion 
of  construction  of  the  entire  project  or 
units  thereof,  and  to  pay  taxes  and  insur¬ 
ance  premium  for  the  twelve  months’ 
period  following  the  completion  of  con¬ 
struction.  Any  balance  of  said  fund  not 
used  or  set  aside  for  the  above  purposes 
shall  be  paid  to  the  mortgagor  upon 
completion  of  the  entire  project  to  the 
satii^action  of  the  Commissioner. 

§  580.26  Assurance  of  completion  re¬ 
quirements.  (a)  The  mortgagor  must 
establish  in  a  manner  satisfactory  to  the 
Commissioner  that.  In  addition  to  the 
proceeds  of  the  insured  mortgage,  the 
mortgagor  has  funds  sufficient  to  assure 
completion  of  construction  of  the  project. 


The  Commissioner  may  require  such 
funds,  if  any,  to  be  deposited  with  and 
held  by  the  mortgagee  in  a  special 
account  or  with  an  acceptable  trustee  or 
escrow  agent  under  an  appropriate  agree¬ 
ment  approved  by  the  Commissioner 
which  will  require  such  funds  to  be  ex¬ 
pended  for  work  and  material  on  the 
ph3rsical  improvements  prior  to  the  ad¬ 
vance  of  any  jnortgage  money. 

(b)  The  Commissioner  may  require 
the  deposit  with  the  mortgagee  or  with 
an  acceptable  trustee  or  escrow  agent 
under  an  appropriate  agreement  of  such 
cash  as  may  be  required  for  the  comple¬ 
tion  of  offsite  utilities  and  streets. 

§  580.27  Inspection  of  property  and 
records  by  Commissioner.  The  mort¬ 
gagor  shall  permit  the  Commissioner  or 
his  duly  authorized  employees  or  agents 
to  inspect  the  mortgaged  property  and 
the  books  and  records  of  the  mortgagor 
relating  to  the  mortgaged  property  at  all 
reasonable  times. 

§  580.28  Form  of  assurance  of  com¬ 
pletion.  Assurance  for  the  completion 
of  a  project  may  be  either  (a)  the  bond 
of  a  satisfactory  surety  company  in  the 
standard  A.  I.  A.  (or  equivalent)  form 
of  construction  bond  in  an  amount  at 
least  equal  to  ten  per  cent  (10%)  of 
the  construction  cost,  or  (b)  an  escrow 
deposit  in  an  approved  depositary  of 
cash  or  securities  of,  or  fully  guaranteed 
as  to  principal  and  Interest  by,  the 
United  States  of  America,  in  an  amount 
at  least  equal  to  ten  per  cent  (10%)  of 
the  construction  cost,  conditioned  on 
completion  of  the  project  to  the  satis¬ 
faction  of  the  Commissioner.  This  sec¬ 
tion  shall  not  apply  to  any  mortgage 
transaction  where  it  is  agreed  between 
all  parties  thereto  that  no  Insurance  of 
the  mortgage  or  any  part  thereof  is  to 
be  requested  until  after  final  completion 
of  the  project  to  the  satisfaction  of  the 
Commissioner.  In  such  cases,  the  Com¬ 
missioner  shall  have  the  right  of  contin¬ 
ual  or  periodic  inspection  of  the  con¬ 
struction  of  the  improvements,  including 
the  right  of  approval  or  disapproval 
thereof. 

Eligible  Properties 

§  580.29  Eligibility  of  property.  A 
mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  the  interest  of  the  lessee  under  a 
lease  for  not  less  than  ninety-nine  (99) 
years  which  is  renewable,  or  under  a 
lease  having  a  period  of  not  less  than 
fifty  (50)  years  to  run  from  the  date  the 
mortgage  is  executed. 

§  580.30  Development  of  property.  At 
the  time  the  mortgage  Is  insured  the 
mortgagor  shall  have  constructed  and 
completed  or  shall  be  obligated  to  con¬ 
struct  and  complete  new  housing  accom¬ 
modations  on  the  mortgaged  property 
designed  principally  for  residential  use, 
conforming  to  standards  satisfactory  to 
the  Commissioner,  and  consisting  of  not 
less  than  eight  (8)  rentable  dwelling 
units  on  one  site  and  may  be  detached, 
semidetached,  or  row  houses,  or  multi¬ 
family  structures. 

§  580.31  Requirements  regarding  lo¬ 
cation  and  use  by  war  workers.  Such 
dwellings  shall  be  designed  for  rent  for 
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residential  use  by  war  workers  and  must 
be  located  in  an  area  in  which  the  Presi¬ 
dent  shall  find  that  an  acute  shortsige  of 
housing  exists  or  impends  which  would 
impede  national  war  activities. 

§  580.32  Compliance  with  zoning  re¬ 
strictions,  etc.  Such  dwellings  and  other 
improvements,  if  any,  must  not  violate 
any  zoning  or  deed  restrictions  appli¬ 
cable  to  the  project  site  and  must  comply 
with  all  applicable  building  and  other 
governmental  regulations. 

Title 

§  580.33  Eligibility  of  title.  In  order 
to  be  eligible  for  Insurance,  the  Commis- 
jsioner  must  determine  that  marketable 
title  to  the  mortgaged  property  is  vested 
in  the  mortagagor  as  of  the  date  the 
mortgage  was  filed  for  record.  The  Com¬ 
missioner  will  examine  the  title  to  prop¬ 
erty  covered  by  a  mortgage  offered  for 
insurance  and  in  the  event  a  determi¬ 
nation  of  eligibility  with  respect  to  title 
is  made  as  herein  provided,  such  finding 
shall  constitute  a  part  of  the  contract  of 
insurance  evidenced  by  the  insurance 
endorsement. 

§  580.24  Title  evidence.  Upon  en¬ 
dorsement  of  the  mortgage  for  insurance, 
the  mortgagee,  without  expense  to  the 
Commissioner,  shall  furnish  to  the  Com¬ 
missioner  a  survey  satisfactory  to  him 
and  a  policy  of  title  Insurance  as  pro¬ 
vided  in  paragraph  (a)  of  this  section: 
Provided,  however.  That  in  the  event  the 
mortgagee  is  unable  to  furnish  such  pol¬ 
icy  for  reasons  satisfactory  to  the  Com¬ 
missioner.  the  mortgagee,  without  ex¬ 
pense  to  the  Commissioner,  shall  furnish 
evidence  of  title  as  provided  in  para¬ 
graphs  (b),  (c),  or  (d)  of  this  section  as 
the  Commissioner  may  require. 

(a)  A  policy  of  title  insurance  with 
respect  to  such  mortgage  issued  by  a 
company  satisfactory  to  the  Commis¬ 
sioner.  Such  policy  shall  comply  with 
the  “L.I.e.  Standard  Mortgagee  Form,” 
or  the  “A.  T.  A.  Standard  Mortgagee 
Form,”  or  such  other  form  as  may  be  ap¬ 
proved  by  the  Commissioner  and  which 
offers  substantially  the  same  coverage 
under  substantially  the  same  conditions 
and  stipulations.  Such  policies  may 
contain  such  “permitted"  and  other  ex¬ 
ceptions,  restrictions,  and  limitations  as 
are  approved  by  the  Commissioner.  The 
policy  shall  become  effective  as  of  the 
date  the  mortgage  is  filed  for  record  and 
shall  run  to  the  mortgagee  and  the  Com¬ 
missioner,  their  successors  and  assigns, 
as  their  respective  interests  may  appear. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  individual  engstged  in 
the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion  sat¬ 
isfactory  to  the  Commissioner,  as  to  the 
quality  of  such  title,  signed  by  an  at¬ 
torney  at  law  experienced  in  the  exami¬ 
nation  of  titles. 

(c)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(d)  Evidence  of  title  conforming  to  the 
standards  of  a  supervising  branch  of  the 


Government  of  the  United  States  of 
America,  or  of  any  State  or  territory 
thereof. 

Insurance  of  Advances  During 
Construction 

§  580.35  Agreement  os  to  manner  and 
conditions  governing  advances,  (a)  The 
Commissioner,  the  mortgagor  and  the 
mortgagee  shall,  prior  to  the  insurance  of 
the  mortgage,  agree  with  respect  to  the 
manner  and  conditions  under  which  ad¬ 
vances  (if  any)  during  construction  are 
to  be  made  by  the  mortgagee  and  ap¬ 
proved  for  insurance  by  the  Commis¬ 
sioner. 

(b)  Such  agreement  shall  require  the 
mortgagee  to  notify  the  Commissioner, 
through  the  insuring  office  having  juris¬ 
diction  over  the  territory  in  which  the 
property  is  situated,  in  writing,  on  an 
application  form  prescribed  by  the  Com¬ 
missioner,  setting  forth  the  proposed 
date  and  the  amount  of  the  advance  to 
be  made,  and  the  Commissioner  shall 
deliver  to  the  mortgagee  within  a  rea¬ 
sonable  time  from  the  date  of  such  no¬ 
tice  a  certificate  executed  on  behalf  of 
the  Commissioner  on  a  form  prescribed 
by  him  setting  forth  the  amount  ap¬ 
proved  for  insurance  or  advising  the 
mortgagee  of  the  Commissioner’s  non¬ 
approval  and  setting  forth  the  reasons 
therefor, 

(c)  Such  agreement  shall  be  set  forth 
on  a  form  prescribed  by  the  Commis¬ 
sioner.  shall  contain  such  additional 
terms,  conditions  and  provisions  as  the 
Commissioner  shall  in  the  particular 
case  prescribe  or  approve,  and  when 
properly  executed  by  the  Commissioner 
and  the  mortgagee,  shall  constitute  a 
part  of  the  mortgage  insurance  contract. 

§  580.36  Prevailing  wage  require- 
ment.  No  advance  under  any  mortgage 
shall  be  eligible  for  insurance  unless 
there  is  filed  with  the  application  for 
such  advance  a  certificate  or  certificates 
in  the  form  required  by  the  Commis¬ 
sioner,  certifying  that  the  laborers  and 
mechanics  employed  in  the  construction 
of  the  dwelling  or  dwellings  or  housing 
project  involved  have  been  paid  not  less 
than  the  wages  prevailing  in  the  locality 
in  which  the  work  was  performed  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by  the 
Secretary  of  Labor  prior  to  the  beginning 
of  construction  and  after  the  date  of  the 
filing  of  the  application  for  insurance. 

§  580.37  Effective  date.  These  regu¬ 
lations  in  this  part  are  effective  as  to  all 
mortgages  not  in  excess  of  two  hundred 
thousand  dollars  ($200,000.00)  on  which 
a  commitment  to  insure  under  section 
608  is  issued,  on  or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  May  26, 
1942. 

Abner  H.  Ferguson, 
Federal  Housing  Commissioner. 

[F.  R.  Doc.  42-5224;  Filed,  June  4,  1942; 

10:12  a.  m.] 


Part  581 — War  Rental  Housing  Insur¬ 
ance  FOR  Mortgages  Exceeding 
$200,000.00 

APPROVAL  OF  MORTGAGES 

Sec. 
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581.13  Amortization  provisions. 
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581.18  Initial  service  charge. 

581.19  Recording  fees,  etc. 

581.20  Additional  terms  and  conditions. 

581.21  Soundness  of  project  risk. 

ELIGIBLE  MORTGAGORS 

581.22  Property  free  of  liens  and  obligations. 

58123  Occupancy  priority  to  war  workers. 

58124  Satisfactory  credit  standing. 

581.25  Requirements  regarding  form  of 

mortgagor. 

SUPERVISION  OF  MORTGAGORS 

581.26  Working  capital  requirements. 

581.27  Assurance  of  completion  require¬ 

ments. 

581.28  Regulation  of  mortgagor  by  Com¬ 

missioner,  in  general. 

581.29  Required  supervision  of  mortgagor. 

581.30  Form  of  assurance  of  completion. 
58121  Waiver  of  requirements. 

ELIGIBLE  PROPERTIES 

581.32  Eligibility  of  property. 

581.33  Development  of  property. 

581.34  Requirements  regarding  location  and 

use  of  property  by  war  workers. 

581.35  Compliance  with  zoning  restrictions, 
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TITLE 

58126  Eligibility  of  title. 

581.37  Title  evidence. 

INSURANCE  OF  ADVANCES  DURING  CONSTRUCTION 

581.38  Agreement  as  to  manner  and  condi¬ 

tions  governing  advances. 

56129  Prevailing  wage  requirement. 

EFFECnVE  DATE 

581,40  Effective  date. 

Authchutt:  !  581.1  to  581.40,  inclusive,  is¬ 
sued  under  Pub.  Law  24,  77th  Cong.,  as 
amended  by  Pub.  Law  559,  77th  Cong. 

Approval  of  Mortgagees 

§  581.1  Classification  of  mortgagees. 
The  following  may  become  the  mortgagee 
of  a  mortgage  insured  under  section  608 
of  the  National  Housing  Act: 

(a)  Any  institution  or  organization 
which  is  approved  as  a  mortgagee  under 
sections  203  (b)  or  603  (b)  of  the  Na¬ 
tional  Housing  Act;  and 
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(b)  Any  other  chartered  Institution  or 
permanent  organization  having  succes¬ 
sion,  upon  its  approval  by  the  Commis¬ 
sioner  for  a  particular  transaction. 

§  581.2  Property  inspection  by  mort¬ 
gagee.  As  a  condition  precedent  to  in¬ 
surance,  the  mortgagee  must  agree  that 
it  will  ascertain  the  general  physical  con¬ 
dition  of  the  mortgaged  property  at  in¬ 
tervals  not  greater  than  one  (1)  year, 
and  that,  if  at  any  time  it  be  determined 
by  the  mortgagee  that,  in  addition  to  or¬ 
dinary  wear  and .  tear,  the  mortgaged 
property  is  being  subjected  to  permanent 
or  substantial  Injury,  through  unreason¬ 
able  use,  abuse  or  neglect,  the  mortgagee 
will,  unless  adequate  provision  satisfac¬ 
tory  to  a  prudent  lender  is  made  for  the 
prompt  restoration  of  the  mortgaged 
property,  forthwith  take  such  action  as 
may  be  available  to  it  under  the  mort¬ 
gage  and  appropriate  to  the  particular 
case,  for  the  protection  and  preservation 
of  the  mortgaged  property  and  the  in¬ 
come  therefrom,  and  the  submission  of 
an  application  for  insurance  shall  be 
evidence  of  such  agreement. 

§  581.3  Non-approval.  The  Commis¬ 
sioner  reserves  the  right  to  refuse  to  ap¬ 
prove  any  institution  or  organization 
as  the  mortgagee  of  a  particular  mort¬ 
gage  or  to  withhold  any  such  approval 
pending  compliance  by  such  institution 
or  organization,  with  additional  condi¬ 
tions  which  in  the  discretion  of  the 
Commissioner  are  required  in  the  par¬ 
ticular  case. 

§  581.4  Withdrawal  of  approval.  Ap¬ 
proval  of  a  mortgagee  may  be  withdrawn 
by  notice  from  the  Commissioner  upon 
violation  of  the  agreement  mentioned 
in  §  581.2,  and  such  approval  may  also 
be  withdrawn  at  any  time  for  other  cause 
sufficient  to  the  Commissioner,  but  no 
withdrawal  will  in  any  way  affect  the 
insurance  on  mortgages  theretofore  ac¬ 
cepted  for  insurance. 

Application  and  Commitment 

§  581.5  Submission  of  application. 
Any  approved  mortgagee  may  submit  an 
application  for  insurance  of  a  mortgage 
about  to  be  executed,  or  of  a  mortgage 
already  executed. 

§  581.6  Form  of  application.  The 
application  must  be  made  upon  a  stand¬ 
ard  form  prescribed  by  the  Commis¬ 
sioner  and  filed  at  the  local  Federal 
Housing  Administration  office  serving 
the  area  in  which  the  property  is  located. 

§  581.7  Application  fee.  The  appli¬ 
cation  must  be  accompanied  by  the  mort¬ 
gagee’s  check  to  cover,  (a)  an  “Applica¬ 
tion  Pee’’  computed  at  the  rate  of  one 
dollar  and  fifty  cents  ($1.50)  per  thou¬ 
sand  dollars  ($1,000.00)  of  the  original 
face  amount  of  the  mortgage  loan  for 
which  application  is  made,  to  cover  the 
costs  of  analysis  by  the  Commissioner, 
and  (b)  a  sum  (referred  to  as  “Commit¬ 
ment  Pee’’)  which  when  added  to  the 
application  fee  will  aggregate  $3.00  per 
thousand  of  the  face  amount  of  the  mort¬ 
gage  loan  approved  for  insurance  by  the 
Commissioner,  and  which  shall  be  paid 
at  the  time  of  delivery  of  the  commit¬ 
ment.  If  the  application  is  refused 
without  an  estimate  of  replacement  costs 
being  made  by  the  Commissioner,  the 
No.  110 - 3 


fee  paid  will  be  returned  to  the  appli¬ 
cant.  If,  after  insurance,  the  amount 
of  an  insured  mortgage  is  increased 
either  by  amendment  or  by  the  substi¬ 
tution  of  a  new  insured  mortgage,  a 
further  fee  shall  be  paid  based  upon  the 
amount  of  such  increase.  ; 

§  581.8  Approval  of  application.  Up¬ 
on  approval  of  an  application,  accept¬ 
ance  of  the  mortgage  for  insurance  will 
be  evidenced  by  the  issuance  of  a  com¬ 
mitment  setting  forth,  upon  a  form  pre¬ 
scribed  by  the  Commissioner,  the  terms 
and  conditions  under  which  mortgage  in¬ 
surance  will  be  granted,  but  no  commit¬ 
ment  will  be  valid  unless  executed  by  the 
Commissioner  or  by  his  agent  duly  au¬ 
thorized  for  such  purpose. 

Eligible  Mortgages 

§  581.9  Mortgages  must  be  on  ap¬ 
proved  form.  To  be  eligible  for  insur¬ 
ance — the  mortgage  must  be  executed 
upon  a  form  approved  by  the  Commis¬ 
sioner  for  use  in  the  jurisdiction  in  which 
the  property  covered  by  the  mortgage  is 
situated  by  a  mortgagor  with  the  qual¬ 
ifications  hereinafter  set  forth  in 
§§  581.22  to  581.25  inclusive,  must  be  a 
first  lien  upon  property  that  conforms 
with  the  property  standards  prescribed 
by  the  Commissioner,  and  the  mortgagee 
must  be  obligated,  as  a  part  of  the  mort¬ 
gage  transaction,  to  disburse  the  entire 
principal  amount  of  the  mortgage  to,  or 
for  the  account  of,  the  mortgagor. 

§  581.10  Amount  of  principal  obliga¬ 
tion.  The  mortgage  must  secure  a  prin¬ 
cipal  obligation  in  multiples  of  one  hun¬ 
dred  dollars  ($100.00)  and  in  excess  of 
two  hundred  thousand  dollars  ($200,- 
000.00)  but  not  in  excess  of  five  million 
dollars  ($5,000,000.00)  and  not  in  excess 
of  ninety  per  centum  (90%)  of  the 
amount  which  the  Conunissioner  esti¬ 
mates  will  be  the  reasonable  replace¬ 
ment  cost  of  the  completed  property  or 
project,  including  the  land;  the  proposed 
physical  improvements;  utilities  within 
the  boundaries  of  the  property  or  proj¬ 
ect;  architects’  fees;  taxes  and  interest 
accruing  during  construction;  and  other 
miscellaneous  charges  incidental  to  con¬ 
struction  and  approved  by  the  Commis¬ 
sioner;  Provided,  That  such  mortgage 
shall  not  in  any  event  exceed  the  amount 
which  the  Commissioner  estimates  will 
be  the  cost  of  the  completed  physical 
improvements  on  the  property  or  proj¬ 
ect,  exclusive  of  offsite  public  utilities 
and  streets,  and  organization  and  legal 
expenses.  Such  part  of  the  mortgage  as 
may  be  attributable  to  dwelling  use  shall 
not  exceed  $1,350  per  room. 

§  581.11  Maturity.  The  mortgage 
must  haVe  a  maturity  satisfactory  to  the 
Commissioner  and  should  come  due  upon 
the  first  day  of  a  month. 

§  581.12  Interest  rate.  The  mort¬ 
gage  may  bear  interest  at  such  rale  as 
may  be  agreed  upon  between  the  mort¬ 
gagee  and  the  mortgagor,  but  in  no  case 
shall  such  interest  rate  be  in  excess  of 
four  per  centum  (4%)  per  annum.  In¬ 
terest  shall  be  payable  onl^  on  principal 
outstanding  and  shall  be  payable  in 
monthly  installments. 

§  581.13  Amortization  provisions.  The 
mortgage  must  contain  complete  amor¬ 


tization  provisions  satisfactory  to  the 
Commissioner  requiring  equal  monthly 
payments  consisting  of  principal  and  in¬ 
terest.  Payments  on  account  of  princi¬ 
pal  must  begin  not  later  than  the  first 
day  of  the  eighteenth  month  following 
the  execution  of  the  mortgage,  or  at  such 
Earlier  date,  as  may  be  determined  by 
the  Commissioner  at  time  of  commit¬ 
ment. 

§  581.14  Payment  requirements.  The 
mortgage  may  provide  for  monthly  pay¬ 
ments  by  the  mortgagor  to  the  mortgagee 
of  an  amount  equal  to  one-twelfth  (V12) 
of  the  annual  mortgage  insurance  pre¬ 
mium  payable  by  the  mortgagee  to  the 
Commissioner.  Such  payments  shall . 
continue  only  so  long  as  the  contract  of 
insurance  shall  remain  in  effect.  The 
mortgage  shall  provide  that  upon  the 
payment  of  the  mortgage  before  matur¬ 
ity,  the  mortgagor  shall  pay  the  adjusted 
premium  charge  referred  to  in  §  582.4  of 
the  Regulations  in  this  subchapter. 

§  581.15  Covenant  for  fire  and  hazard 
insurance.  The  mortgage  shall  contain  a 
covenant  binding  the  mortgagor  to  keep 
the  property  insured  by  a  standard  policy 
or  policies  against  fire  and  such  other 
hazards  as  the  Commissioner,  upon  the 
insurance  of  the  mortgage,  may  stipu¬ 
late,  in  an  amount  which  will  comply 
with  the  co-insurance  clause  applicable 
to  the  location  and  character  of  the  prop¬ 
erty,  but  not  less  than  eighty  per  cent 
(80%)  of  the  actual  cash  value  of  the 
insurable  improvements  and  equipment 
of  the  project.  The  initial  coverage  shall 
be  in  an  amount  estimated  by  the  Com¬ 
missioner  at  the  time  cf  completion  of  the 
entire  project  or  units  thereof.  The  poli¬ 
cies  evidencing  such  insurance  shall  have 
attached  thereto  a  standard  mortgage 
clause  making  loss  payable  to  the  mort¬ 
gagee  and  the  Commissioner,  as  interests 
may  appear. 

§  581.16  Additional  payment  require¬ 
ments.  (a)  The  mortgage  shall  provide 
for  such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates,  and  special  assessments,  if  any. 
and  fire  and  other  hazard  insurance  pre¬ 
miums.  within  a  period  ending  one  month 
prior  to  the  dates  on  which  the  same 
become  delinquent.  The  mortgage  shall 
further  provide  that  such  payments  shall 
be  held  in  trust  for  the  benefit  and  ac¬ 
count  of  the  mortgagor  by  the  mortgagee, 
for  the  purpose  of  paying  such  ground 
rents,  taxes,  water  rates  and  assessments, 
and  insurance  premiums,  before  the  same 
become  delinquent.  The  mortgage  must 
also  make  provision  for  adjustments  in 
case  the  estimated  amount  of  such  taxes, 
water  rates  and  assessments,  and  insur¬ 
ance  premiums  shall  prove  to  be  more, 
or  less,  than  the  actual  amount  thereof 
so  paid  by  the  mortgagor. 

(b)  All  monthly  payments  to  be  made 
by  the  mortgagor  to  the  mortgagee  as 
hereinabove  provided,  in  §§  581.12  to 
581.16  (a)  inclusive,  shall  be  added  to¬ 
gether  and  the  aggregate  amount  thereof 
shall  be  paid  by  the  mortgagor  each 
month  in  a  single  payment.  The  mort¬ 
gagee  shall  apply  the  same  to  the  follow¬ 
ing  items  in  the  order  set  forth: 
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(1)  Premium  charges  under  the  con¬ 
tract  of  insurance; 

(2)  Ground  rents,  taxes,  water  rates, 
special  assessments,  and  Are  and  other 
hazard  insurance  premiums: 

(3)  Interest  on  the  mortage;  and 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

Any  deficiency  in  the  amount  of  any  such 
aggregate  monthly  payment  shall,  unless 
made  good  by  the  mortgagor  prior  to  or 
on  the  due  date  of  the  next  such  pay¬ 
ment,  constitute  an  event  of  default 
under  the  mortgage. 

§  581.17  Rights  and  remedies  of  mort¬ 
gagee  in  event  of  default  or  foreclosure. 
The  mortgage  must  contain  a  provision 
or  provisions,  satisfactory  to  the  Com¬ 
missioner,  giving  to  the  mortgagee,  in  the 
event  of  default  or  foreclosure  of  the 
mortgage,  such  rights  and  remedies  for 
the  protection  and  preservation  of  fhe 
property  covered  by  the  mortgage  and 
the  income  therefrom,  as  are  available 
under  the  law  or  custom  of  the  juris¬ 
diction. 

§  581.18  Initial  service  charge.  The 
mortgagee  may  charge  the  mortgagor  the 
amount  of  the  application  fees  provided 
in  §  581.7  of  these  Rules  and  an  initial 
service  charge  to  reimburse  itself  for  the 
cost  of  closing  the  transaction.  Such 
initial  service  charge  may  be  in  an 
amount  not  in  excess  of  one  and  one-half 
per  centum  (1*72%)  of  the  original  prin¬ 
cipal  amount  of  the  mortgage. 

§  581.19  Recording  fees,  etc.  In  addi¬ 
tion  to  the  charges  hereinbefore  men¬ 
tioned,  the  mortgagee  may  collect  from 
the  mortgagor  only  recording  fees,  mort¬ 
gage  and  stamp  taxes,  if  any,  and  such 
costs  of  survey  and  title  search  as  are 
approved  by  the  Commissioner. 

§  581.20  Additional  terms  and  condi¬ 
tions.  The  mortgsu?e  may  contain  such 
other  terms,  conditions  and  provisions 
with  respect  to  advances  during  construc¬ 
tion,  assurance  of  completion,  release  of 
parts  of  the  mortgaged  property  from 
the  lien  of  the  mortgage,  insurance, 
repairs,  alterations,  payment  of  taxes, 
defauTt  and  management  reserves,  fore¬ 
closure  proceedings,  anticipation  of  ma¬ 
turity,  and  other  matters  as  the  Com¬ 
missioner  may  in  his  discretion  prescribe 
or  approve, 

§  581.21  Soundness  of  project  risk. 
The  mortgage  must  be  executed  with  re¬ 
spect  to  a  project  which,  in  the  opinion 
of  the  Commissioner,  is  an  acceptable 
risk  in  view  of  the  national  emergency. 

Eligible  Mortgagors 

§  581.22  Property  free  of  liens  and  ob¬ 
ligations.  A  mortgagor  must  establish 
that  after  final  disbursement  of  the  loan, 
the  property  covered  by  the  mortgage  is 
free  and  clear  of  all  liens  other  than 
such  mortgage,  and  that  there  will  not 
be  outstanding  any  other  unpaid  obliga¬ 
tion  contracted  in  connection  with  the 
mortgage  transaction  or  the  purchase 
of  the  mortgaged  property,  except  obli¬ 
gations  which  are  secured  by  property  or 
collateral  owned  by  the  mortgagor  inde¬ 
pendently  of  the  mortgaged  property. 

§  581.23  Occupancy  priority  to  war 
workers.  The  mortgagor  must  establish, 
in  a  manner  satisfactory  to  the  Com¬ 


missioner,  that  after  completion  of  the 
project  occupancy  priority  will  be  given 
to  persons  engaged  in  war  activities. 

§  581.24  Satisfactory  credit  standing. 

A  mortgagor  must  have  a  general  credit 
standing  satisfactory  to  the  Commis¬ 
sioner. 

5  581.25  Requirements  regarding  form 
of  mortgagor.  In  addition  to  meet¬ 
ing  the  requirements  set  forth  above  in 
§§  581.22  to  581.25  inclusive,  the  mortga¬ 
gor  must  be — 

(a)  A  corporation  or  trust  formed  or 
created,  with  the  approval  of  the  Com¬ 
missioner,  for  the  purpose  of  providing 
housing  for  rent  or  sale,  and  possessing 
powers  necessary  therefor  and  inciden¬ 
tal  thereto,  which  corporation,  or  trust, 
until  the  termination  of  all  obligations 
of  the  Commissioner  under  such  insur¬ 
ance,  is  regulated  or  restricted  by  the 
Commissioner  as  to  rents  or  sales, 
charges,  capital  structures,  and  methods 
of  operation  to  such  an  extent  as  may 
be  deemed  advisable  by  the  Commis¬ 
sioner.  Such  regulation  or  restriction 
shall  remain  in  effect  until  such  time 
as  the  mortgage  insurance  contract  ter¬ 
minates  without  obligation  upon  the 
Commissioner  to  issue  debentures  as  a 
result  of  such  termination.  So  long  as 
such  contract  of  insurance  is  in  effect, 
the  corporation  or  trust  shall  engage  in 
no  business  other  than  the  construction 
and  operation  of  a  War  Housing  project 
or  projects;  or 

(b)  A  Federal  or  State  instrumental¬ 
ity,  a  municipal  corporate  instrumental¬ 
ity  of  one  or  more  States,  or  a  limited 
dividend  corporation  formed  imder  and 
restricted  by  Federal  or  State  housing 
laws  as  to  rents,  charges,  and  methods 
of  operation. 

Supervision  of  Mortgagors 

§581.26  Working  capital  require¬ 
ments.  The  mortgagor  shall  deposit 
with  the  mortgagee  an  amount  equiva¬ 
lent  to  not  less  than  three  per  cent  (3%) 
of  the  original  principal  amount  of  the 
mortgage,  in  trust  for  the  purpose  of 
meeting  the  cost  of  equipping  and  rent¬ 
ing  the  project  subsquent  to  completion 
of  construction  of  the  entire  project  or 
units  thereof,  and  to  pay  taxes  and  in¬ 
surance  premium  for  the  twelve  months’ 
period  following  the  completion  of  con¬ 
struction.  Any  balance  of  said  fund  not 
used  or  set  aside  for  the  above  purposes 
shall  be  paid  to  the  mortgagor  upon  com¬ 
pletion  of  the  entire  project  to  the  satis¬ 
faction  of  the  Commissioner. 

§  581.27  Assurance  of  completion  re¬ 
quirements.  (a)  The  mortgagor  must 
establish  in  a  manner  satisfactory  to 
the  Commissioner  that,  in  addition  to 
the  proceeds  of  the  insured  mortgage, 
the  mortgagor  has  funds  sufficient  to 
assure  completion  of  construction  of  the 
project.  The  Commissioner  may  require 
such  funds,  if  any.  to  be  deposited  with 
and  held  by  the  mortgagee  in  a  special 
account  or  with  an  acceptable  trustee  or 
escrow  agent  under  an  appropriate  agree¬ 
ment  approved  by  the  Commissioner 
which  will  require  such  funds  to  be  ex¬ 
pended  for  work  and  material  on  the 
physical  improvements  prior  to  the  ad¬ 
vance  of  any  mortgage  money. 


(b)  'The  Commissioner  may  require 
the  deposit  with  the  mortgagee  or  with 
an  acceptable  trustee  or  escrow  agent 
under  an  appropriate  agreement  of  such 
cash  as  may  be  required  for  the  comple¬ 
tion  of  offsite  public  utilities  and  streets. 

§  581.28  Regulation  of  mortgagor  by 
Commissioner,  in  general.  'The  mort¬ 
gagor  shall  be  regulated  through  the 
ownership  by  the  Commissioner  of  cer¬ 
tain  shares  of  special  stock  (or  other 
evidence  of  beneficial  interest  in  the 
mortgagor)  which  stock  or  interest  will 
acquire  majority  voting  rights  in  the 
event  of  default  under  the  mortgage  or 
violation  of  provisions  of  the  charter  of 
the  mortgagor  or  the  violation  of  any 
valid  agreement  entered  into  between 
the  mortgagor,  the  mortgagee  and/or 
the  Commissioner,  but  only  for  a  period 
coextensive  with  the  duration  of  such 
default  or  violation.  The  shares  of  stock 
or  of  beneficial  interest  issued  to  the 
Commissioner,  his  nominee  or  nominees 
and/or  the  Federal  Housing  Administra¬ 
tion  shall  be  in  sufficient  amount  to  con¬ 
stitute  under  the  laws  of  the  particular 
State  a  valid  special  class  of  stock  or 
Interest  and  shall  be  issued  in  considera¬ 
tion  of  the  payment  by  the  Commis¬ 
sioner  of  not  exceeding  in  the  aggregate 
$100.  Such  stock  shall  be  represented 
by  certificates  issued  in  the  name  of  the 
Commissioner,  and/or  in  the  name  of 
his  nominee  or  nominees,  and/or  in  the 
name  of  the  Federal  Housing  Adminis¬ 
tration,  as  the  Commissioner  shall  re¬ 
quire.  Upon  the  termination  of  all  ob¬ 
ligations  of  the  Commissioner  under  his 
I  contract  of  mortgage  insurance  or  any 
I  succeeding  contract  or  agreement  cover¬ 
ing  the  mortgage  obligation,  including 
the  obligation  upon  the  Commissioner  to 
issue  debentures  as  a  result  of  such  ter¬ 
mination,  all  regulation  and  restriction 
of  the  mortgagor  shall  cease.  When  the 
right  of  the  Commissioner  to  regulate 
or  restrict  the  mortgagor  shall  so  termi¬ 
nate,  the  shares  of  special  stock  or  other 
evidence  of  beneficial  interest  shall  be 
surrendered  by  the  Commissioner  upon 
reimbursement  of  his  payments  therefor 
plus  accrued  dividends,  if  any,  thereon. 
Such  regulation  and  the  additional  regu¬ 
lation  or  restriction  hereinafter  pro¬ 
vided  in  this  section  and  in  §§  581.29  to 
581.31  inclusive  shall  be  made  effective 
by  incorporation  or  appropriate  provi¬ 
sions  therefor  in  the  charter  or  other 
instrument  under  which  the  mortgagor  is 
created,  or  by  agreement. 

§  581.29  Required  supervision  of  mort¬ 
gagor.  The  following  are  the  items 
which  will  be  regulated  or  restricted  in 
the  manner  and  to  the  extent  herein¬ 
before  indicated: 

(a)  No  charge  shall  be  made  by  the 
mortgagor  for  the  accommodations  of¬ 
fered  by  the  project  in  excess  of  a  rental 
schedule  to  be  filed  with  the  Commis¬ 
sioner  and  approved  by  him  or  his  duly 
constituted  representative  prior  to  the 
opening  of  the  project  for  rental,  which 
schedule  shall  be  based  upon  a  maximum 
average  rental  fixed  prior  to  the  in¬ 
surance  of  the  mortgage,  and  shall  not 
thereafter  be  changed  except  upon  ap- 
1  plication  of  the  mortgagor  to,  and  the 
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written  approval  of  the  change  by,  the 
Commissioner, 

(b)  The  established  maximum  rental 
shall  be  the  maximum  authorized  charge 
against  any  tenant  for  the  accommoda¬ 
tions  offered  and  shall  Include  all  serv¬ 
ices  except  telephone,  gas,  electric,  and 
refrigeration  facilities.  Charges  permit¬ 
ted  in  addition  to  such  maximum  rental 
shall  be  subject  to  the  approval  of  the 
Commissioner. 

(c)  The  regulation  and  restriction  pro¬ 
vided  for  in  the  above  paragraphs  (a) 
and  (b)  of  this  section  shall  not  apply 
so  long  as  the  maximum  rents  are  regu¬ 
lated  by  another  agency  of  the  United 
States  Government.  Such  maximum 
rental  as  established  by  such  agency  of 
the  United  States  will  be  accepted  by  the 
Commissioner  as  an  approved  rent  sched¬ 
ule.  Upon  the  expiration  of  the  author¬ 
ity  of  any  such  agency  to  fix  maximum 
rentals,  the  established  maximum  rental 
schedule  then  in  force  with  respect  to 
the  project  shall  be  the  established  max¬ 
imum  rental  schedule  within  the  pro¬ 
visions  of  paragraphs  (a)  and  (b)  above 
of  this  section,  and  shall  not  thereafter 
be  changed  except  upon  approval  of  the 
Commissioner. 

(d)  A  reserve  for  replacements  shall 
be  accumulated  and  maintained  with  the 
mortgagee  so  long  as  the  mortgage  in¬ 
surance  is  in  force,  and  the  amount  and 
types  of  such  reserves  and  conditions 
under  which  they  shall  be  accumulated,  | 
replenished  and  used,  shall  be  specified  in 
the  charter.  Failure  to  comply  with  the 
terms  of  this  requirement  may  be  con¬ 
sidered  by  the  Commissioner  as  a  default 
under  the  terms  of  the  charter. 

(e)  The  mortgagor  shall  keep  full  and 
complete  records  of  all  corporate  meet¬ 
ings  of  directors,  stockholders  and  fi¬ 
nance  committee,  if  any,  and  of  the 
elections  and  resignations  of  its  ofiBcers; 
and  shall  keep  complete,  orderly  and 
accurate  books  of  account  and  shall  also 
keep  copies  of  all  written  contracts  or 
other  instruments  which  affect  it  or 
any  of  its  property  which  shall  be  sub¬ 
ject  to  inspection  and  examination  by 
the  Commissioner  or  his  duly  authorized 
agents  at  all  reasonable  times. 

(f)  The  mortgagor  shall  furnish  at 
the  request  of  the  Conunissioner,  his  em¬ 
ployees  or  attorneys,  specific  answers  to 
questions  upon  which  information  is  de¬ 
sired  from  time  to  time  relative  to  the 
income,  assets,  liabilities,  contracts,  op¬ 
eration,  condition  of  the  property  and 
the  status  of  the  insured  mortgage  and 
any  other  information  with  respect  to  the 
mortgagor  or  its  property  which  may 
reasonably  be  required.  The  above  enu¬ 
meration  of  specific  items  shall  not  be 
deemed  in  any  manner  to  limit  the  gen¬ 
erality  of  the  preceding  sentence.  In 
case  the  mortgsigor  is  in  default  either 
under  the  Insured  mortgage  or  under  its 
charter,  or  has  failed  to  meet  any  of  the 
applicable  requirements  of  this  section 
or  is  in  default  with  respect  to  any  agree¬ 
ment  between  the  mortgagor  and  the 
mortgagee  or  under  any  contract  for  the 
improvement  of  the  mortgaged  premises 
or  under  any  agreement  to  which  the 
Federal  Housing  Commissioner  is  a 


party,  or  in  case  an  inspection  shows  that 
the  property  is  not  being  managed  or 
maintained  in  a  manner  satisfactory  to 
the  Commissioner,  the  Commissioner 
may  require  the  mortgagor  to  furnish 
at  the  expense  of  the  latter  a  complete 
audit  of  its  books  of  account  duly  certi¬ 
fied  by  a  public  accountant  satisfactory 
to  the  Commissioner. 

§  581.30  Form  of  assurance  of  com- 
pietion.  Assurance  for  the  completion 
of  a  project  may  be  either  (a)  the  bond 
of  a  satisfactory  surety  company  in  the 
standard  A.  I.  A.  (or  equivalent)  form 
of  construction  bond  in  an  amount  at 
least  equal  to  ten  per  centum  (10%)  of 
the  construction  cost,  or  (b)  an  escrow 
deposit  in  an  approved  depositary  of 
cash  or  securities  of,  or  fully  guaranteed 
as  to  principal  and  interest  by,  the 
United  States  of  America,  in  an  amount 
at  least  equal  to  ten  per  centum  (10%) 
of  the  constructiqn  cost,  conditioned  on 
completion  of  the  project  to  the  satis¬ 
faction  of  the  Commissioner.  This  sec¬ 
tion  shall  not  apply  to  any  mortgage 
transaction  where  it  is  agreed  between 
all  parties  thereto  that  no  insurance  of 
the  mortgage  or  any  part  thereof  is  to  be 
requested  until  after  final  completion  of 
the  project  to  the  satisfaction  of  the 
Commissioner.  In  such  cases,  the  Com¬ 
missioner  shall  have  the  right  of  contin¬ 
ual  or  periodic  inspection  of  the  con¬ 
struction  of  the  Improvements  includ¬ 
ing  the  right  of  approval  or  disapproval 
thereof. 

§  581.31  Waiver  of  requirements.  In 
the  event  the  mortgagor  is  a  Federal  or  i 
State  instrumentality,  a  municipal  cor¬ 
porate  instrumentality  of  one  or  more 
States,  or  a  limited  dividend  corporation 
formed  under  and  restricted  by  Federal 
or  State  housing  laws  as  to  rents,  charges 
and  methods  of  operation,  as  described 
in  §  581.25  (b)  of  the  Rules  in  this  part, 
the  Commissioner  may,  in  his  discretion, 
waive  the  requirements  set  forth  in 
§§  581.26  to  581.31  inclusive,  in  whole  or 
in  part. 

Eligible  Properties 

§  581.32  Eligibility  of  property.  A 
mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  the  interest  of  the  lessee  under  a 
lease  for  not  less  than  ninety-nine  (99) 
years  which  is  renewable,  or  under  a 
lease  having  a  period  of  not  less  than 
fifty  (50)  years  to  run  from  the  date  the 
mortgage  is  executed. 

§  581.33  Development  of  property.  At 
the  time  the  mortgage  is  insured  the 
mortgagor  shall  have  constructed  and 
completed  or  shall  be  obligated  to  con¬ 
struct  and  complete  new  housing  accom¬ 
modations  on  the  mortgaged  property 
designed  principally  for  residential  use, 
conforming  to  standards  satisfactory  to 
the  Commissioner,  and  consisting  of  de¬ 
tached,  semidetached,  or  row  houses,  or 
multifamily  structures. 

§  581.34  Requirements  regarding  lo¬ 
cation  and  use  of  property  by  war  work¬ 
ers.  Such  dwellings  shall  be  designed  for 
rent  for  residential  use  by  war  workers 
and  must  be  located  in  an  area  in  which 


the  President  shall  find  that  an  acute 
shortage  of  housing  exists  or  impends 
which  would  impede  national  war  ac¬ 
tivities. 

S  581.35  Compliance  with  zoning  re¬ 
strictions.  etc.  Such  dwellings  and  other 
improvements,  if  any,  must  not  violate 
any  zoning  or  deed  restrictions  appli¬ 
cable  to  the  project  site  and  must  com¬ 
ply  with  all  applicable  building  and  other 
governmental  regulations. 

Title 

§  581.36  Eligibility  of  title.  In  order 
to  be  eligible  for  insurance,  the  Com¬ 
missioner  must  determine  that  market¬ 
able  title  to  the  mortgaged  property  is 
vested  in  the  mortgagor  as  of  the  date  the 
mortgage  is  filed  for  record.  The  Com¬ 
missioner  will  examine  the  title  to  prop¬ 
erty  covered  by  a  mortgage  offered  for 
insurance  and  in  the  event  a  determi¬ 
nation  of  eligibility  with  respect  to  title 
is  made  as  herein  provided,  such  finding 
shall  constitute  a  part  of  the  contract  of 
insurance  evidenced  by  the  insurance 
endorsement. 

§  581.37  Title  evidence.  Upon  en¬ 
dorsement  of  the  mortgage  for  insur¬ 
ance,  the  mortgagee,  without  expense  to 
the  Commissioner,  shall  furnish  to  the 
Commissioner  a  survey  satisfactory  to 
him  and  a  policy  of  title  insurance  as 
provided  in  paragraph  (a)  of  this  sec¬ 
tion,  Provided,  however.  That  in  the 
event  the  mortgagee  is  unable  to  furnish 
such  policy  for  reasons  satisfactory  to 
the  Commissioner,  the  mortgagee,  with¬ 
out  expense  to  the  Commissioner,  shall 
furnish  evidence  of  title  as  provided  in 
paragraphs  (b),  (c),  or  (d)  of  this  sec¬ 
tion  as  the  Commissioner  may  require. 

(a)  A  policy  of  title  Insurance  with 
respect  to  such  mortgage  issued  by  a 
company  satisfactory  to  the  Commis¬ 
sioner.  Such  policy  shall  comply  with 
the  “L.  I.  C.  Standard  Mortgagee  Form,” 
or  the  “A.  T.  A.  Standard  Mortgagee 
Form,”  or  such  other  form  as  may  be 
approved  by  the  Commissioner  and 
which  offers  substantially  the  same  cov¬ 
erage  under  substantially  the  same  con¬ 
ditions  and  stipulations.  Such  policies 
may  contain  such  “permitted”  and  other 
exceptions,  restrictions,  and  limitations 
as  are  approved  by  the  Commissioner. 
The  policy  shall  become  effective  as  of 
the  date  the  mortgage  is  filed  for  rec¬ 
ord  and  shall  run  to  the  mortgagee  and 
the  Commissioner,  their  successors  and 
assigns,  as  their  respective  interests  may 
appear. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  individual  engaged  in 
the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion  sat¬ 
isfactory  to  the  Commissioner,  as  to  the 
quality  of  such  title,  signed  by  an  attor¬ 
ney  at  law  experienced  in  the  examina¬ 
tion  of  titles. 

(c)  A  Torrens  or  similar  title  cer¬ 
tificate. 

(d)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch  of 
the  Government  of  the  United  States  of 
America,  or  of  any  State  or  territory 
thereof. 
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Insurance  of  Advances  During 
Construction 

§  581.38  Agreement  as  to  manner  and 
conditions  governing  advances,  (a)  The 
Commissioner,  the  mortgagor  and  the 
mortgagee  shall,  prior  to  the  insurance 
of  the  mortgage,  agree  with  respect  to 
the  manner  and  conditions  under  which 
advances  (if  any)  during  construction 
are  to  be  made  by  the  mortgagee  and 
approved  for  insurance  by  the  Commis¬ 
sioner. 

(b)  Such  agreement  shall  require  the 
mortgagee  to  notify  the  Commissioner, 
through  the  insuring  office  having  juris¬ 
diction  over  the  territory  in  which  the 
property  is  situated,  in  writing,  on  an 
application  form  prescribed  by  the  Com¬ 
missioner,  setting  forth  the  proposed  date 
and  the  amount  of  the  advance  to  be 
made,  and  the  Commissioner  shall  de¬ 
liver  to  the  mortgagee  within  a  reason¬ 
able  time  from  the  date  of  such  notice  a 
certificate  executed  on  behalf  of  the 
Commissioner  on  a  form  prescribed  by 
him  setting  forth  the  amount  approved 
for  insurance  or  advising  the  mortgagee 
of  the  Commissioner’s  non-approval  and 
setting  forth  the  reasons  therefor. 

(c)  Such  agreement  shall  be  set  forth 
on  a  form  prescribed  by  the  Commis¬ 
sioner,  shall  contain  such  additional 
terms,  conditions  and  provisions  as  the 
Commissioner  shall  in  the  particular 
case  prescribe  or  approve,  and  when 
properly  executed  by  the  Commissioner 
and  the  mortgagee,  shall  constitute  a 
part  of  the  mortgage  insurance  contract. 

S  581.39  Prevailing  wage  requirement. 
No  advance  under  any  mortgage  shall  be 
eligible  for  insurance  unless  there  is 
filed  with  the  application  for  such  ad¬ 
vance  a  certificate  or  certificates  in  the 
form  required  by  the  Commissioner,  cer¬ 
tifying  that  the  laborers  and  mechanics 
employed  in  the  construction  of  the 
dwelling  or  dwellings  or  housing  project 
involved  have  been  paid  not  less  than 
the  wages  prevailing  in  the  locality  in 
which  the  work  was  performed  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by 
the  Secretary  of  Labor  prior  to  the  be¬ 
ginning  of  construction  and  after  the 
date  of  the  filing  of  the  application  for 
Insurance. 

§  581.40  Effective  date.  The  regula¬ 
tions  in  this  part  are  effective  as  to  all 
mortgages  in  excess  of  $200,000.00  on 
which  a  commitment  to  insure  under 
section  608  is  issued,  on  or  after  the  date 
hereof. 

Issued  at  Washington,  D,  C.,  May  26, 
1942. 

Abner  H.  Ferguson, 
Federal  Housing  Commissioner. 
(P.  R.  Doc.  42-5225;  Piled;  June  4,  1942; 

10:12  a.  m.] 
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582.3  Annual  mortgage  Insurance  pre¬ 

miums. 

582.4  Prepayment  premium  charges. 

INSXmANCB  ENDORSEMENT 

582.6  Porm  of  endorsement  of  original 
credit  instrument. 
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682.9  Computation  of  benefits  received  by 

assignment. 

582.10  Computation  of  benefits  received  by 

conveyance. 

582.11  Title  in  case  of  conveyance. 
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582.14  Mortgage  default  of  prepayment. 
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582  18  No  vested  right. 
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Authoritt:  §§  582.1  to  582.20,  Inclusive,  is¬ 
sued  under  Pub.  Law  24,  77th  Cong.,  as 
amended  by  Pub.  Law  659  ,  77th  Cong. 

§  581.1  Citations.  These  regulations 
in  this  part  may  be  cited  and  referred 
to  as  “Regulations  of  the  Federal  Housing 
Commissioner  under  section  608  of  the 
National  Housing  Act,  issued  May  26, 
1942.’’ 

Definitions 

§  582.2  Definitions  of  terms  used  in 
regulations.  As  used  in  the  regulations 
in  this  part; 

(a)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner. 

(b)  The  term  “Act”  means  the  National 
Housing  Act,  as  amended. 

(c)  The  term  “mortgage”  means  such 
a  first  lien  upon  real  estate  and  other 
property  as  is  commonly  given  to  secure 
advances  (including  but  not  being  lim¬ 
ited  to  advances  during  construction)  on, 
or  the  unpaid  purchase  price  of,  real 
estate  under  the  laws  of  the  State,  dis¬ 
trict  or  Territory  in  which  the  real  estate 
Is  located,  together  with' the  credit  in¬ 
strument  or  instruments,  if  any,  secured 
thereby. 

(d)  The  term  “insured  mortgage” 
means  a  mortgage  which  has  been  in¬ 
sured  by  the  endorsement  of  the  Com¬ 
missioner,  or  his  duly  authorized  rep¬ 
resentative. 

(e)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
its  successors  and  such  of  its  assigns  as 
are  approved  by  the  Commissioner. 

(f)  The  term  “mortgagee”  means  the 
original  lender  under  a  mortgage,  its  suc¬ 
cessors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner,  and 
includes  the  holders  of  the  credit  instru¬ 
ments  issued  under  a  trust  mortgage  or 
deed  of  trust  pursuant  to  which  such 


holders  act  by  and  through  a  trustee 
therein  named. 

Premiums 

§  582.3  Annual  mortgage  insurance 
premiums.  The  mortgagee,  upon  the 
date  the  mortgage  becomes  an  insured 
mortgage,  shall  pay  to  the  Commissioner 
a  first  interim  mortgage  insurance 
premium  equal  to  one-half  of  one  per 
centum  (Vi  of  1%)  of  the  original  face 
amount  of  the  mortgage.  As  to  mort¬ 
gages  in  which  the  first  payment  on 
account  of  principal  becomes  due  more 
than  one  year  from  date  of  endorsement, 
the  mortgagee  shall  pay,  upon  the  anni¬ 
versary  of  such  date,  a  second  interim 
mortgage  insurance  premium  in  a  like 
sum.  On  the  date  on  which  the  first 
monthly  payment  of  principal  is  due  the 
mortgagee  shall  pay  to  the  Commissioner, 
subject  to  the  adjustment  hereinafter 
provided,  and  annually  thereafter  on  the 
anniversary  of  such  date  until  the  mort¬ 
gage  is  paid  in  full  or  claim  under  the 
contract  of  insurance  is  made  or  until 
the  contract  of  insurance  shall  termi¬ 
nate,  an  annual  mortgage  insurance 
premium  equal  of  one-half  of  one  per 
centum  iVz  of  1%)  of  the  average  out¬ 
standing  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
on  which  such  premium  becomes  pay¬ 
able,  and  calculated  in  accordance  with 
the  amortization  provisions  without  tak¬ 
ing  into  account  delinquent  payments  or 
prepayments.  The  premium  payable  on 
the  date  on  which  the  first  monthly  pay¬ 
ment  of  principal  becomes  due  shall  be 
adjusted  so  as  to  accord  with  such  date 
and  so  that  the  aggregate  of  the  pre¬ 
miums  paid  up  to  and  including  the 
premium  due  on  such  adjusted  payment 
date  shall,  as  to  mortgages  in  which  the 
first  payment  on  account  of  principal 
becomes  due  within  one  year  from  date 
of  endorsement,  equal  the  sum  of  (a) 
one  per  centum  (1%)  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  during  the  interval  from  the 
date  of  endorsement  up  to  and  including 
the  date  on  which  the  first  monthly 
j  payment  on  account  of  principal  is  due 
and  (b)  one-half  of  one  per  centum 
(Vi  of  1%)  per  annum  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  period  from  the  date 
of  the  first  monthly  payment  on  account 
of  principal  to  the  next  anniversary  of 
such  date;  and  shall,  as  to  mortgages  in 
which  the  first  payment  on  account  of 
principal  becomes  due  more  than  one 
year  from  the  date  of  endorsement,  equal 
the  sum  of  (1)  one  per  centum  (1%) 
of  the  average  outstanding  principal  obli¬ 
gation  of  the  mortgage  for  the  year  fol¬ 
lowing  the  date  on  which  the  first  interim 
premium  became  payable  and  (2)  one- 
half  of  one  per  centum  (Vi  of  1%)  per 
annum  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  mortgage  for  the 
period  from  the  date  when  the  second 
interim  premium  became  payable  down 
to  and  including  one  year  following  the 
date  on  which  such  first  monthly  pay¬ 
ment  of  principal  becomes  due.  Such 
premiums  shall  be  paid  either  in  cash 
or  debentures  issued  under  Title  VI  of 
the  National  Housing  Act  at  par  plus 
accrued  interest. 
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§  582.4  Prepayment  premium  charges. 

In  the  event  that  the  principal  obligation 
of  any  mortgage  accepted  for  insurance 
Is  paid  in  full  prior  to  maturity,  the 
mortgagee  shall  within  thirty  (30)  days 
thereafter  notify  the  Commissioner  of 
the  date  of  prepayment  and  shall  collect 
from  the  mortgagor  and  pay  to  the  Com¬ 
missioner  an  adjusted  premium  charge 
of  one  per  centum  (1%)  of  the  original 
face  amount  of  the  prepaid  mortgage, 
except  that  if  at  the  time  of  any  such 
prepasnnent  there  is  placed  on  the  mort¬ 
gaged  property  a  new  insured  mortgage 
in  an  amount  less  than  the  original  face 
amount  of  the  prepaid  mortgage,  an  ad¬ 
justed  premium  shall  be  paid  based  upon 
the  difference  between  such  amounts  at 
the  rate  applicable  as  above  stated,  de¬ 
pending  upon  the  date  of  prepayment. 

In  no  event  shall  the  adjusted  premium 
exceed  the  aggregate  amount  of  premium 
charges  which  would  have  been  payable 
if  the  mortgage  had  continued  to  be 
insured  until  maturity. 

No  adjusted  premium  shall  be  col¬ 
lected  by  the  mortgagee  in  the  following 
cases: 

(a)  Where  at  the  time  of  such  prepay¬ 
ment  there  is  placed  on  the  mortgaged 
property  a  new  insured  mortgage  for  an 
amount  equal  to  or  greater  than  the  1 
original  face  amount  of  the  prepaid 
mortgage;  or 

(b)  Where  the  final  maturity  specified 
in  the  mortgage  Is  accelerated  solely  by 
reason  of  partial  prepayments  made  by 
the  mortgagor  which  do  not  exceed  in 
any  one  calendar  year  fifteen  per  centum 
(15%)  of  the  original  face  amount  of 
the  mortgage;  or 

(c)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  payments  to  principal  to  com¬ 
pensate  for  (1)  damage  to  the  mortgaged 
property,  or  (2)  a  release  of  a  part  of 
such  property  if  approved  by  the 
Commissioner;  or 

(d)  Where  payment  in  full  is  made  of 
a  delinquent  mortgage  on  which  fore¬ 
closure  proceedings  have  been  com¬ 
menced,  or  for  the  purpose  of  avoiding 
foreclosure,  if  the  transaction  is  ap¬ 
proved  by  the  Commissioner. 

Upon  such  prepayment  the  contract  of 
insurance  shall  terminate. 

The  provisions  of  this  section  shall  not 
be  construed  to  prohibit  the  mortgagee 
from  including  in  the  mortgage  and  col¬ 
lecting  from  the  mortgagor  such  addi¬ 
tional  charge  for  prepayment  as  may  be 
agreed  upon  between  the  mortgagee  and 
mortgagor. 

Insurance  Endorsement 

§  582.5  Form  of  endorsement  of  orig¬ 
inal  credit  instrument.  Upwn  compli¬ 
ance  satisfactory  to  the  Commissioner 
with  the  terms  and  conditions  of  his 
commitment  to  insure,  the  Commissioner 
shall  endorse  the  original  credit  instru¬ 
ment  in  form  as  follows: 


No.  . . 

Insvired  under  Section  608 
Of  the  National  Housing  Act 
And  Regulations  Thereunder  of  the 
Federal  Housing  Commissioner 

In  Effect  on _ 

To  the  Extent  of  Advances 
Approved  by  the  Commissioner 
Federal  Housing  Commissioner 

By  - 

Authorized  Agent 
Date  _ 

§  582.6  Contract  of  insurance.  The 
mortgage  shall  be  an  insured  mortgage 
from  the  date  of  such  endorsement.  The 
Commissioner  and  the  mortgagee  shall 
thereafter  be  bound  by  the  regulations 
in  this  part  with  the  same  force  and  to 
the  same  extent  as  if  a  separate  contract 
had  been  executed  relating  to  the  in¬ 
sured  mortgage,  including  the  provisions 
of  these  Regulations  and  of  the  National 
Housing  Act.  The  term  “contract  of  in¬ 
surance”  as  used  herein  means  the  agree¬ 
ment  evidenced  by  such  endorsement. 

§  582.7  Approval  endorsement  form. 
After  all  advances  under  the  mortgage 
have  been  made  with  the  approval  of 
the  Commissioner,  the  Commissioner, 
upon  proof  of  compliance  with  any  and  all 
conditions  upon  which  prior  advances 
were  approved  for  insurance,  and  upon 
presentation  of  the  original  credit  in¬ 
strument,  will  make  a  notation  below  the 
insurance  endorsement  in  form  as  fol¬ 
lows: 

A  Total  Sum  of  $ _ 

Has  Been  Approved  for  Insurance  Hereunder 
By  the  Commissioner 
Federal  Housing  Commissioner 

By - - - 

Authorized  Agent 
Date _ 

Rights  and  Duties  of  a  Mortgagee  Under 
the  Contract  of  Insurance 

§  582.8  Benefits  of  insurance.  The 
mortgagee  shall  be  entitled  to  receive  the 
benefits  of  the  insurance,  at  its  option, 

I  either  as  provided  in  paragraph  (a)  or 
(b)  of  this  section. 

(a)  If  the  mortgagor  fails  to  make  any 
payment  due  under  or  provided  to  be 
paid  by  the  terms  of  the  mortgage  and 
such  failure  continues  for  a  period  of 
thirty  (30)  days,  the  mortgage  shall  be 
considered  in  default,  and  the  mortgagee 
shall,  within  thirty  (30)  days  thereafter, 
give  notice  in  writing  to  the  Commis¬ 
sioner  of  such  default.  At  any  time 
within  thirty  (30)  days  after  the  date 
of  such  notice,  or  within  such  further 
period  as  may  be  agreed  upon  by  the 
Commissioner  in  writing,  the  mortgagee 
shall,  in  such  manner  as  the  Commis¬ 
sioner  may  require,  assign,  transfer,  and 
deliver  to  the  Commissioner  the  original 
credit  instrument  and  the  mortgage  se¬ 
curing  the  same,  without  recourse  or  war¬ 
ranty,  except  that  the  mortgagee  must 
warrant  that  no  act  or  omission  of  the 
mortgagee  has  impaired  the  validity  and 
priority  of  the  mortgage,  that  the  mort¬ 
gage  is  prior  to  all  mechanic’s  and 


materialmen’s  liens  filed  of  record  sub¬ 
sequent  to  the  recording  of  such  mort¬ 
gage  regardless  of  whether  such  liens  at¬ 
tached  prior  to  such  recording  date,  and 
prior  to  all  liens  and  encumbrances  which 
may  have  attached  or  defects  which  may 
have  arisen  subsequent  to  the  recording 
of  such  mortgage  except  such  liens  or 
other  matters  as  may  be  approved  by  the 
Commissioner,  that  the  amount  stated  in 
the  instrument  of  assignment  is  actu¬ 
ally  due  and  owing  under  the  mortgage, 
that  there  are  no  offsets  or  counterclaims 
thereto,  and  that  the  mortgagee  has  a 
good  right  to  assign  the  mortgage  and 
other  items  enumerated  below: 

(1)  all  rights  and  interest  arising 
under  the  mortgage  so  in  default; 

(2)  all  claims  of  the  mortgagee  against 
the  mortgagor  or  others,  arising  out  of 
the  mortgage  transaction; 

(3)  all  policies  of  title  or  other  insur¬ 
ance  or  surety  bohds  or  other  guaranties, 
and  any  and  all  claims  thereunder; 

(4)  any  balance  of  the  mortgage  loan 
not  advanced  to  the  mortgagor; 

(5)  any  cash  or  property  held  by  the 
mortgagee  or  its  agents  or  to  which  it 
is  entitled,  including  deposits  made  for 
the  account  of  the  mortgagor  and  which 
have  not  been  applied  in  reduction  of  the 
principal  of  the  mortgage  indebtedness; 
and 

(6) ’  all  records,  documents,  books, 
papers,  and  accounts  relating  to  the 
mortgage  transaction. 

Nothing  contained  in  this  paragraph 
shall  be  so  construed  as  to  prevent  the 
mortgagee  from  taking  action  at  a  later 
date  than  herein  specified,  provided  the 
Commissioner  agrees  thereto  in  writing. 

The  mortgagee,  prior  to  the  assign¬ 
ment  of  the  mortgage  to  the  Commis¬ 
sioner,  shall  offer  evidence  satisfactory 
to  him  that  the  original  title  coverage 
has  been  extended  to  include  all  advances 
of  mortgage  money  made  up  to  the  date 
of  assignment  showing  title  satisfactory 
to  the  Commissioner  as  defined  in 
§  582.11. 

(b)  If  the  mortgagor  fails  to  make  any 
payment  to  the  mortgagee  required  by 
the  mortgage,  or  to  perform  any  other 
covenant  or  obligation  under  the  mort¬ 
gage,  and  such  failure  continues  for  the 
period  of  grace,  if  any,  set  forth  in  the 
mortgage,  the  mortgage  shall  be  con¬ 
sidered  in  default,  and  the  mortgagee, 
within  a  period  of  thirty  (30)  days  after 
the  occurrence  of  a  default  arising  on 
account  of  such  failure  to  make  any  such 
payment  or  within  such  period  after  the 
mortgagee  shall  have  knowledge  of  the 
occurence  of  a  default  arising  on  ac¬ 
count  of  such  failure  to  perform  any 
other  covenant  or  obligation  under  the 
mortgage,  shall  give  notice  in  writing  to 
the  Commissioner  of  such  default.  At 
any  time  within  a  period  of  ninety  (90) 
days  after  the  date  of  such  notice  or 
within  such  later  time  as  may  be  agreed 
upon  by  the  Commissioner  in  writing. 
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the  mortgagee,  at  Its  election,  shall 
either: 

(1)  With,  and  subject  to,  the  consent 
of  the  Commissioner,  acquire  by  means 
other  than  foreclosure  of  the  mortgage, 
possession  of.  and  title  to,  the  mortgaged 
property;  or 

(2)  Institute  proceedings  for  the  fore¬ 
closure  of  the  mortgage  and  obtain  pos¬ 
session  of  the  mortgaged  property  and 
the  Income  therefrom  through  the  volun¬ 
tary  surrender  thereof  by  the  mortgagor 
or  institute,  and  prosecute  with  reason¬ 
able  diligence,  proceedings  for  the  ap¬ 
pointments  of  a  receiver  of  the  mortgaged 
property  and  the  income  therefrom  or 
proceed  to  exercise  such  other  rights  and 
remedies  as  may  be  available  to  it  for 
the  protection  and  preservation  of  the 
mortgaged  property  and  the  income 
therefrom  under  the  mortgage  and  the 
law  of  the  particular  Jurisdiction:  Pro¬ 
vided,  That  if  the  laws  of  the  State  in 
which  the  mortgaged  property  is  situated 
do  not  permit  the  institution  of  such 
proceedings  within  such  period  of  time, 
the  mortgagee  shall  institute  such  pro¬ 
ceedings  within  sixty  (60)  days  after  the 
expiration  of  the  time  during  which  the 
institution  of  such  proceedings  is  pro¬ 
hibited  by  such  laws.  Nothing  contained 
in  this  ^subsection  shall  be  so  construed 
as  to  require  the  mortgagee  to  take  any 
action  when  the  necessity  therefor  has 
been  waived  in  writing  by  the  Commis¬ 
sioner  nor  to  prevent  the  mortgagee  from 
taking  action  at  a  later  date  than  herein 
specified  provided  the  Commissioner  so 
agrees  in  writing.  The  mortgagee  shall 
promptly  give  notice  in  writing  to  the 
Commissioner  of  the  institution  of  fore¬ 
closure  proceedings  under  this  subsection 
and  shall  exercise  reasonable  diligence 
in  prosecuting  such  proceedings  to  com¬ 
pletion.  If  after  default  and  prior  to 
the  completion  of  foreclosure  proceed¬ 
ings  the  mortgagor  shall  pay  to  the  mort¬ 
gagee  all  payments  in  default  and  such 
expenses  as  the  mortgagee  shall  have  in¬ 
curred  in  connection  with  the  foreclosure 
proceedings,  notice  thereof  shall  be  given 
to  the  Commissioner  by  the  mortgagee, 
and  the  Insurance  shall  continue  as  if 
such  default  had  not  occurred. 

§  582.9  Computation  of  benefits  re¬ 
ceived  by  assignment.  If  the  mortgagee 
elects  to  proceed  under,  and  does  pro¬ 
ceed  under  and  in  accordance  with,  the 
provisions  of  §  582.8  (a),  and  furnishes 
evidence  satisfactory  to  the  Commis¬ 
sioner  that  there  are  no  past  due  and 
unpaid  ground  rents,  general  taxes,  or 
special  assessments,  and  furnishes  the 
warranties  described  in  said  section,  the 
Commissioner  shall  deliver  to  the  mort¬ 
gagee — 

(a)  Debentures  of  the  War  Housing 
Insurance  Fund  sis  set  forth  in  section 
608  of  the  Act,  issued  as  of  the  date  the 
mortgage  became  in  default,  bearing  in¬ 
terest  from  such  date  at  the  rate  of  two 
and  one-half  (2^2%)  per  centum  per 
annum,  payable  semi-annually  on  the 
first  day  of  January  and  the  first  day 
of  July  of  each  year  and  having  a  total 
fswe  value  equal  to  the  value  of  the  mort¬ 
gage  SIS  defined  in  section  608  (c)  of  the 
Act.  Such  value  shall  be  determined  by 


adding  to  the  original  principal  of  the 
mortgage  which  was  unpaid  on  the  date 
of  default  the  amount  the  mortgagee 
may  have  paid  for  (1)  taxes,  special 
sissessments,  and  water  rates  which  are 
liens  prior  to  the  mortgage:  (2)  insur¬ 
ance  on  the  property;  and  (3)  reason¬ 
able  expenses  for  the  completion  and 
preservation  of  the  property;  less  the 
sum  of  (i)  an  amount  equivalent  to  one 
per  centum  (1%)  of  the  unpaid  amount 
of  such  principal  obligation  on  the  date 
of  default;  (ii)  any  amount  received  on 
account  of  the  mortgsige  sifter  such  date; 
and  (iii)  any  net  income  received  by  the 
mortgagee  from  the  property  after  such 
date.  Such  debentures  shall  be  regis¬ 
tered  as  to  principal  and  interest  and  all 
or  any  such  debentures  may  be  redeemed 
at  the  option  of  the  Commissioner  with 
the  approval  of  the  Secretary  of  the 
Tresisury  at  par  and  siccrued  interest  on 
any  interest  pasrment  day  on  three 
months’  notice  of  redemption  given  in 
such  manner  as  the  Commissioner  shall 
prescribe.  Such  debentures  shall  be  is¬ 
sued  in  multiples  of  $50.00  and  any  dif¬ 
ference  not  in  excess  of  $50.00  between 
the  amount  of  debentures  to  which  the 
mortgagee  is  otherwise  entitled  here¬ 
under  and  the  aggregate  face  value  of  the 
debentures  issued  shall  be  paid  in  cash 
by  the  Commissioner  to  the  mortgagee. 

(b)  A  Certificate  of  Claim  in  accord¬ 
ance  with  section  608  (d)  of  the  Act 
which  shall  become  payable,  if  at  all, 
upon  the  sale  and  final  liquidation  of  the 
interest  of  the  Commissioner  in  such 
property.  This  Certificate  shall  be  for 
an  amount  which  the  Commissioner  shall 
determine  to  be  sufficient  to  pay  all 
amounts  due  under  the  mortgage  and  not 
covered  by  the  amount  of  debentures. 
Each  such  Certificate  of  Claim  shall  pro¬ 
vide  that  there  shall  accrue  to  the  holder 
thereof  with  respect  to  the  face  amount 
of  such  Certificate  an  increment  at  the 
rate  of  three  per  centum  (3%)  per  an¬ 
num. 

§  582.10  Computation  of  benefits  re¬ 
ceived  by  conveyance.  If  the  mortgagee 
elects  to  proceed  under,  and  does  pro¬ 
ceed  under  and  in  accordance  with,  the 
provisions  of  §  582.8  (b)  and  at  any  time 
within  thirty  (30)  days  (or  such  further 
time  £is  may  be  allowed  by  the  Commis¬ 
sioner  in  writing)  after  acquiring  title 
to  and  possession  of  the  mortgaged  prop¬ 
erty  in  accordance  with  such  section, 
tenders  to  the  Commissioner  possession 
thereof  and  a  Deed  thereto  containing  a 
covenant  which  warrants  against  acts  of 
the  mortgagee  and  of  all  parties  claim¬ 
ing  by,  through,  or  under  the  mortgagee, 
conveying  title  to  such  property  satis¬ 
factory  to  the  Commissioner,  as  provided 
in  §  582.11,  and  assigns  (without  re¬ 
course  or  warranty)  any  and  all  claims 
which  it  has  acquired  in  connection  with 
the  mortgage  transaction  and  as  a  re¬ 
sult  of  the  foreclosure  proceedings  or 
other  means  by  which  it  acquired  such 
property,  including  but  not  limited  to 
any  claims  on  account  of  title  insurance 
and  fire  or  other  hazard  insurance,  ex¬ 
cept  such  claims  as  may  have  been  re- 
lesised  with  the  prior  approval  of  the 
Commissioner,  the  Commissioner  shall 
promptly  accept  conveyance  to  such 
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property  and  such  assignments,  notwith¬ 
standing  that  the  buildings  or  improve¬ 
ments  thereon  shall  be  incomplete  or 
may  have  been  destroyed,  damaged,  or 
injured  in  whole  or  in  part,  and  shall  de¬ 
liver  to  the  mortgagee  debentures  and 
Certificate  of  Claim  as  provided  in 
§  582.9,  except  that  the  one  per  centum 
(1%)  deduction  set  out  in  paragraph  (a) 

(3)  (I)  thereof  with  respect  to  the 
amount  of  debentures  shall  not  apply. 

§  582.11  Title  in  case  of  conveyance. 
Title  satisfactory  to  the  Commissioner 
within  the  meaning  of  §  582.10  will  be 
such  title  as  was  vested  in  the  mortgagor 
as  of  the  date  the  mortgage  was  filed 
for  record,  but  must  be  free  and  clear  of 
all  mechanics’  and  materialmen’s  liens 
filed  of  record  subsequent  to  the  record¬ 
ing  of  such  mortgage,  regardless  of 
whether  such  liens  attached  prior  to 
such  recording  date,  and  free  and  clear 
of  all  liens  and  encumbrances  which  may 
have  attached,  or  defects  which  may 
have  arisen  subsequent  to  the  recording 
of  such  mortgage,  except  such  liens  or 
other  matters  as  may  be  approved  by 
the  Commissioner. 

§  582.12  Evidence  of  title,  'The  mort¬ 
gagee.  at  the  time  a  deed  is  tendered  in 
accordance  with  §  582.10,  shall  furnish 
to  the  Commissioner  without  expense  to 
him  satisfactory  evidence  of  such  title. 
Such  title  evidence  shall  be  executed  as 
of  a  date  to  include  the  recordation  of 
the  deed  to  the  Commissioner  and,  shall 
be  in  the  form  of  an  owner’s  policy  of 
title  insurance,  or  a  satisfactory  ab¬ 
stract  and  attorney’s  opinion  covering 
the  period  subsequent  to  the  recording 
of  the  mortgage,  or  a  satisfactory  con¬ 
tinuation  of  the  title  evidence  accepted 
by  the  Commissioner  at  the  time  the 
mortgage  was  insured,  depending  upon 
the  form  of  title  evidence  originally  ac¬ 
cepted  by  the  Commissioner. 

§  582.13  Fire  and  hazard  insurance. 
The  mortgaged  premises  shall  at  all 
times  be  insured  against  fire  and  other 
hazards  as  provided  in  the  mortgage. 
The  duty  shall  be  upon  the  mortgagee  to 
provide  such  coverage  in  the  event  the 
mortgagor  fails  to  do  so.  If  the  mort¬ 
gagee  fails  to  pay  any  premiums  neces¬ 
sary  to  keep  the  mortgaged  premises  so 
Insured,  the  contract  of  insurance  may 
be  terminated  at  the  election  of  the 
Commissioner.  If  at  the  time  claim  is 
filed  for  debentures  the  property  has 
been  damaged  by  fire  or  other  hazards 
and  loss  has  been  sustained  by  reason  of 
failure  to  keep  the  property  insured  as 
provided  in  the  mortgage,  the  amount 
of  such  loss  may  be  deducted  from  the 
amount  of  the  debentures.  In  the  event 
a  loss  has  occurred  to  the  mort¬ 
gaged  property  under  any  policy  of 
fire  or  other  hazard  insurance  and  the 
amount  of  any  funds  received  by  the 
mortgagee  in  payment  of  such  loss  shall 
be  sufficient  to  pay  in  full  the  entire 
mortgage  indebtedness,  the  mortgage 
shall,  upon  receipt  of  such  funds  by  the 
mortgagee,  be  deemed  paid  and  the  con¬ 
tract  of  mortgage  insurance  made  with 
the  Commissioner  shall  thereupon  termi¬ 
nate.  If,  however,  any  funds  so  received 
shall  be  insufficient  to  pay  such  mort¬ 
gage  indebtedness  in  full,  the  mortgagee 
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shall  not  exercise  its  option  under  the 
mortgage  to  use  the  proceeds  of  such 
insurance  for  the  repairing,  replacing  or 
rebuilding  of  such  premises  or  to  apply 
such  proceeds  to  the  mortgage  indebted¬ 
ness  without  prior  written  approval  of 
the  Commissioner.  If  the  Commissioner 
shall  fail  to  give  his  approval  to  the  use 
or  application  of  such  funds  for  either 
of  said  purposes  within  thirty  (30)  days 
after  written  request  by  the  mortgagee, 
the  mortgagee  may  use  or  apply  such 
funds  for  any  of  the  purposes  specified 
in  the  mortgage  without  the  approval  of 
the  Commissioner.* 

§  582.14  Mortgage  default  or  prepay¬ 
ment.  If  after  the  mortgage  becomes 
in  default,  as  provided  in  §  582.8,  the 
mortgagee  does  not  make  the  assignment 
provided  in  §  582.8  (a),  or  does  not  fore¬ 
close  or  otherwise  acquire  the  mort¬ 
gaged  property  and  make  the  convey¬ 
ance  provided  in  §  582.10,  and  written 
notice  thereof  is  given  to  the  Commis¬ 
sioner;  or  in  the  event  that  the  mort¬ 
gagor  pays  the  obligation  under  the 
mortgage  in  full  prior  to  the  maturity 
thereof  and  the  mortgagee  pays  the  ad¬ 
justed  premium  charge  required  under 
the  provisions  of  §  582.4  of  these  regu¬ 
lations  and  written  notice  thereof  is 
given  to  the  Commissioner,  the  obliga¬ 
tion  to  pay  the  annual  premium  charge 
shall  cease,  and  all  rights  of  the  mort¬ 
gagee  and  the  mortgagor  under  §§  582.9 
and  582.10  shall  terminate  as  of  the  date 
of  such  notice. 

§  582.15  Termination  of  contract  of 
insurance.  In  the  event  that  the  mort¬ 
gagee  fails  to  comply  with  the  provisions 
of  §§  582.8  (a)  and  582.9,  or  §§  582.8  (b) 
and  582.10,  then  the  contract  of  insur¬ 
ance  shall  thereupon  terminate. 

Assignments 

§  582.16  In  general,  (a)  Bonds  or 
other  obligations  issued  in  connection 
with  an  insured  mortgage  executed  in 
the  form  of  an  indenture  of  trust  pro¬ 
viding  for  the  issue  and  sale  of  such 
bonds  or  other  obligations  and  appoint¬ 
ing  a  trustee  to  act  on  behalf  of  the 
holders  of  such  bonds  or  other  obliga¬ 
tions  may  be  transferred  as  provided  in 
the  indenture  of  trust. 

(b)  An  insured  mortgage,  other  than 
a  mortgage  executed  in  the  form  of  an 
indenture  of  trust  providing  for  the  is¬ 
sue  and  sale  of  bonds  or  other  obliga¬ 
tions  and  appointing  a  trustee  to  act 
on  behalf  of  the  holders  of  such  bonds 
or  other  obligations,  may  be  transferred 
(but,  except  with  the  written  approval 
of  the  Commissioner,  only  subsequent 
to  full  ‘  disbursement  of  the  mortgage 
loan)  to  a  transferee  who  is  a  mortgagee 
approved  by  the  Commissioner.  Upon 
such  approval  and  transfer  and  the  as¬ 
sumption  by  the  transferee  of  all  obliga¬ 
tions  under  the  contract  of  insurance, 
the  transferor  shall  be  released  from  its 
obligations  under  the  contract  of  insur¬ 
ance. 

§  582.17  Termination  of  contract  of 
mortgage  insurance  by  assignment.  The 
contract  of  insurance  shall  terminate 
with  respect  to  mortgages  described  in 
§  582.16  (b)  upon  the  happening  of  either 
of  the  following  events: 

(a)  The  acquisition  of  the  insured 
mortgage  by  or  the  pledge  thereof  to 


any  person,  firm,  or  corporation,  public 
or  private,  except  as  specifically  pro¬ 
vided  in  §  582.16  (b). 

(b)  Hie  disposal  by  a  mortgagee  of 
any  partial  interest  in  the  insured  mort¬ 
gage  by  means  of  a  declsu'ation  of  trust 
or  by  a  participation  or  trust  certificate 
or  by  any  other  device  unless  with  the 
prior  written  approval  of  the  Commis¬ 
sioner:  Provided,  That  this  paragraph 
(b)  shall  not  be  applicable  to  any  mort¬ 
gage  so  long  as  it  is  held  in  a  common 
trust  fund  maintained  by  a  bank  or  trust 
company  (1)  exclusively  for  the  collec¬ 
tive  investment  and  reinvestment  of 
moneys  contributed  thereto  by  the  bank 
or  trust  company  in  its  capacity  as  a 
trustee,  executor  or  administrator;  and 
(2)  in  conformity  with  the  rules  and 
regulations  prevailing  from  time  to  time 
of  the  Board  of  Governors  of  the  Federal 
Reserve  System,  pertaining  to  the  col¬ 
lective  investment  of  trust  funds:  Pro¬ 
vided  further.  That  this  paragraph  (b) 
shall  not  be  applicable  to  any  mortgage 
so  long  as  it  is  held  in  a  common  trust 
estate  administered  by  a,  bank  or  trust 
company  which  is  subject  to  the  inspec¬ 
tion  and  supervision  of  a  governmental 
agency,  exclusively  for  the  benefit  of 
other  banking  Institutions  which  are  sub¬ 
ject  to  the  inspection  and  supervision  of 
a  governmental  agency,  and  which  are 
authorized  by  law  to  acquire  beneficial 
interests  in  such  common  trust  estate. 

Rights  in  Housing  Fund 

§  582.18  No  vested  right.  Neither  the 
mortgagee  nor  the  mortgagor  shall  have 
any  vested  or  other  right  in  the  “War 
Housing  Insurance  Fund.” 

Amendments 

§  582.19  Amendments  to  regulations. 
The  regulations  in  this  part  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
affect  the  contract  of  insurance  on  any 
mortgage  already  insured  or  any  mort¬ 
gage  or  prospective  mortgage  on  which 
the  Commissioner  has  made  a  commit¬ 
ment  to  insure. 

Effective  Date 

§  582.20  Effective  date.  The  regula¬ 
tions  in  this  part  shall  be  effective  as  to 
all  mortgages  with  respect  to  which  a 
commitment  to  insure  under  Section  608 
is  issued  on  or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  May  26, 
1942. 

Abner  H.  Ferguson, 
Federal  Housing  Commissioner. 

[P.  R.  Doc.  42-5226;  Piled.  June  4,  1942; 

9:32  a.  m.] 


TITLE  2fr-INTERNAL  REVENUE 
Chapter  I — Bureau  of  Internal  Revenue 
[T.D.  61521 

Part  171 — ^Miscellaneous  Regulations 
Relating  to  Liquor 

BASIC  PERMIT  PROCEDURE  UNDER  FEDERAL 
ALCOHOL  ADMINISTRATION  ACT 

1.  By  virtue  of  and  pursuant  to  the 
provisions  of  the  Federal  Alcohol  Admin¬ 
istration  Act,  as  amended  (U.S.C.  Sup., 


Title  27),  section  3170  of  the  Internal 
Revenue  Code  (53  Stat.,  Part  1) ,  and  sec¬ 
tion  161  of  the  Revised  Statutes  (U.S.C., 
Title  5,  sec.  22),  the  first  paragraph  of 
§  171.4d  of  Title  26  of  the  Code  of  Fed¬ 
eral  Regulations  is  hereby  amended  to 
read  as  follows: 


2.  Tliese  regulations  shall  take  effect 
June  4,  1942. 

[SEAL]  Stewart  Berkshire, 

Deputy  Commissioner  of 
Internal  Revenue. 
Approved:  June  3,  1942. 

Guy  T.  Helvering, 

Commissioner  of  Internal  Revenue. 
John  L.  Sullivan, 

Acting  Secretary  of  the  Treasury. 

[P.  R.  Doc.  42-5214;  Piled.  June  3,  1942; 
3:18  p.  m.] 


TITLE  30— MINERAL  RESOURCES 
Chapter  III — Bituminous  Coal  Division 
[Docket  No.  A-1445] 

Part  323 — Minimum  Price  Schedule, 
District  No.  3 

relief  granted,  certain  mines 

Order  granting  temporary  relief  and 
conditionally  providing  for  final  relief  in 
the  matter  of  the  petition  of  District 
Board  No.  3  for  the  establishment  of 
price  classifications  and  minimum  prices 
for  the  coals  of  certain  mines  in  District 
No.  3. 

An  original  petition,  pursuant  to  sec¬ 
tion  4  II  (d)  of  the  Bituminous  Coal  Act 
of  1937,  having  been  duly  filed  with  this 
Division  by  the  above-named  party,  re¬ 
questing  the  establishment,  both  tempo¬ 
rary  and  permanent,  of  price  classifica¬ 
tions  and  minimum  prices  for  the  coals 
of  certain  mines  in  District  No.  3;  and 
It  appearing  that  a  reasonable  show¬ 
ing  of  necessity  has  been  made  for  the 
granting  of  temporary  relief  in  the 
manner  hereinafter  set  forth;  and 
No  petitions  of  intervention  having 
been  filed  with  the  Division  in  the  above- 
entitled  matter;  and 
The  following  action  being  deemed 
necessary  in  order  to  effectuate  the  pur¬ 
poses  of  the  Act; 


§  171.4d  Procedure.  Except  as  other¬ 
wise  provided  herein,  the  procedure  pre¬ 
scribed  by  Regulations  No.  3,  Industrial 
Alcohol,  effective  June  4.  1942  (Part  182, 
Title  26,  Code  of  Federal  Regulations)  for 
the  issuance,  amendment  and  denial  of 
permits,  issuance  of  citations,  holding  of 
hearings,  revocation  of  permits,  and  ap¬ 
peals  to  the  Commissioner  under  Part 
n  of  Subchapter  C  of  Chapter  26  of  the 
Internal  Revenue  Code  is  hereby  extended 
to  the  issuance,  amendment,  denial,  rev¬ 
ocation,  suspension  and  annulment  of 
basic  permits  under  the  Federal  Alcohol 
Administration  Act,  in  so  far  as  appli¬ 
cable  and  in  so  far  as  such  procedure  is 
not  in  conflict  with  the  provisions  of  such 
Act,  Appeals  to  the  Deputy  Commis¬ 
sioner  in  charge  of  the  Alcohol  Tax  Unit 
from  orders  denying  permits  shall  be 
taken  in  conformity  with  the  procedure 
applicable  to  appeals  from  orders  revok¬ 
ing  permits. 
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'  S  324.8  Numerical  list  of  mines — Supplement  R-II 


TITLE  32— NATIONAL  DEFENSE 


Mine 

Index 

No. 

Mine  name 

Code  member 

Freight  origin 
districts 

Freight 

oriidn 

group 

No. 

Rail¬ 

road 

Bull- 

dis¬ 

trict 

No. 

335 

Muskingum -Jones  No.  8 _ 

Muskingum  Coal  Co.,  The... 

Crooksville _ 

31 

B&O _ 

6 

335 

Muskintnim-Jones  No.  9 _ 

Muskingum  Coal  Co.,  The _ 

Crootoville _ 

31 

B&O.... 

0 

337 

Muskingum-Jones  No.  10... 

Muskingum  Coal  Co.,  The.... 

Crooksville..- 

31 

B&O.... 

6 

338 

Muskingum-Jones  No.  11... 

Muskingum  Coal  Co.,  The _ 

Crooksville..- 

31 

B&O _ 

6 

§  324.2  Seasonal  discounts — Supplement  R-III 

(On  all  sbipmonts  of  coal  in  site  groups  1  or  2,  the  discounts  shown  below  in  cents  per  net  ton  may  apply.  The  date  of 
ahipmimt  and  not  the  date  of  sale  shall  govern  the  seasonal  price  applicable.  These  seasonal  discounts  apply 
for  shipments  to  all  market  areas  except  market  areas  1  to  13,  inclusive,  98  and  99  (Oreat  Lakes),  river  shipments, 
vessel  fuel  and  railroad  fuel] 


Freight 

origin 

districts 

Freight 

origin 

group 

Nos. 

Mine  index  Nos. 

Additional  mine  index 
Nos. 

1  Amount  of  discount 
for  shipments  dur¬ 
ing  the  month  of— 

April 

May 

1 

c 

c 

Jb 

*5 

Hs 

n 

3 

bc 

3 

-< 

Crooksville _ 

31, 32. 33, 
34,30. 

4,  28,  fiO,  8.S,  91,  104,  106,  125,  138,  143, 
146, 165, 156, 160, 162, 165. 

Add  Mine  Index  Nos. 
335, 336,  337, 338. 

30 

20 

10 

.... 

.... 

Note:  Sea.<!nnal  discounts  as  shown  in  5  324.2  in  the  schedule  of  effective  minimum  prices  apply  to  all  additional 
mine  index  numbers  hereinabove  noted. 


§  324.9  Recapitulation  of  price  doMiflcations — Supplement  R-IV 

Prices  for  all  rail  shipment  from  mines  indexed  below  into  market  areas  as  shown.  For  .shipment  into  all  market 
areas — see  schedule  of  elTective  minimum  prices,  $§324.9  and  324.10.  Also  applies  to  market  areas  98  and  99  (Great 
Lakes),  §§324.11  (b),  324.11  (c),  and  vessel  fuel,  §324.11  (d)] 


Chapter  VI — Selective  Service  System 

Part  622 — Classification 
[Amendment  57,  2d  Ed.] 

OCCUPATIONAL  DEFERMENT — USE  OF  GOVERN¬ 
MENTAL  AGENCIES  TO  OBTAIN  INFORMATION 

By  authority  vested  in  me  as  Director 
of  Selective  Service  under  54  Stat.  885; 
50  U.  S.  C.,  Sup.  301-318,  inclusive;  E.  O. 
No.  8545,  5  P.  R.  3779,  Selective  Service 
Regulations,  Second  Edition,  are  hereby 
amended  in  the  following  respect: 

1.  Amend  paragraph  (c)  of  §  622.23  to 
read  as  follows: 

§  622.23  General  rules  for  classifica¬ 
tion  in  Class  II-A  and  Class  II-B.  *  *  * 

(c)  The  local  board  may  avail  itself  of 
the  assistance  of  all  Federal,  State,  or 
local  agencies  to  obtain  information 
which  will  help  it  to  determine  whether 
a  claim  for  occupational  deferment 
should  be  granted. 

2.  The  foregoing  amendment  to  the 
Selective  Service  Regulations  shall  be 
effective  immediately  upon  the  filing 
hereof  with  the  Division  of  the  Federal 
Register. 

Lewis  B.  Hershey, 
Director. 

June  2,  1942. 


Freight  origin 
districts 

Freight  origin 
group  Na«. 

Mine  index  Nos. 

1  Index  Nos. 

[P.  R.  Doc.  42-5210;  Piled,  June  3.  1942; 
1:13  p.  m.] 

Crooksville . 

31,  32,  33,  34,  36.... 

4,  28,  66,  85,  91,  104,  106,  125.  138,  143,  146, 
155,  156,  160,  162,  165. 

Add  mine  index  Nos.  335,  336, 
337,  338. 

[Amendment  58,  2d  Ed.] 

Part  622 — Classification 

Note;  Prices  ns  shown  in  §§  324.9, 324.10,  324.11  (b),  324.11  (c),  324.11  (d)  in  the  schedule  of  eflective  minimum  prices 
tpply  to  all  additional  mine  index  numbers  hereinabove  not^. 


CONSCIENTIOUS  OBJECTORS 


§  324.11  Special  prices — (a)  Railroad  fuel  prices  for  all  movements  exclusive  of  lake 
cargo  railroad  fuel — Supplement  R-V 

(Kailruad  fuel  price.*;  for  all  movements  exclusive  of  lake  cargo  railroad  fuel  from  mines  indexed  below  for  shipment 
to  railroads  as  shown— See  schedule  of  effective  minimum  prices,  §  324.11  (a)J 


Name  of  railroad 

Mine  index  Nos. 

Additional  mine  index  Nos. 

Baltimore  it  Ohio  Railroad  Co . . . 

4,  28,  66,  85,  91,  104,  106,  125,  138,  143, 
146,  155, 156,  160,  162,  165. 

Add  mine  index  Nos.  335, 
336,  337,  838. 

Akron,  Canton  &  Youngstown  Railway  Co... 
Ann  ArlHir  Railroad  Co . 

Canadian  National  Railways  and  Grand 
Trunk  Railway  System . . 

Canadian  Pacific  Railway  Co . . 

From  all  mine  index  Noe.  except  tboee 
shown  below. 

Add  mine  index  Nos.  335, 
336,  337,  338. 

Detroit  and  Mackinac  Railway  Company . 

Detroit  &  Toledo  Shore  Line  Railroad  Co . 

Eric  Railroad . 

Nickel  Plate  Road  (New  York,  Chicago  A  St. 
LoiiLs  Railroad  Co.) . . . 

Pere  Marquette  Railway  Co _ _ 

For  all  railroads  not  shown  above . . . 

From  all  mine  index  Nos.  except  those 
shown  below. 

Add  mine  index  Nos.  335, 

336,  337,  338. 

Note;  Prices  as  shown  in  §  324.11  (a)  in  the  Schedule  of  Effective  Minimum  Prices  apply  to  all  additional  mine  Index 
numbers  hereinabove  noted. 

[F.  R.  Doc.  42-5189;  Piled,  June  3,  1942;  11:00  a.  m.] 


By  authority  vested  in  me  as  Director 
of  Selective  Service  under  54  Stat.  885; 
50  U.S.C.,  Sup.  301-318,  inclusive;  E.O. 
No.  8545,  5  FJl.  3779,  Selective  Service 
Regulations,  Second  Edition,  are  hereby 
amended  in  the  following  respects: 

1.  Amend  §  622.51  to  read  as  follows: 

§  622.51  Class  IV-E:  *  Available  for 
general  service  in  civilian  tvork  of  na¬ 
tional  importance:  conscientious  objec¬ 
tor.  (a)  In  Class  IV-E  shall  be  placed 
every  registrant  who,  upon  classification 
before  physical  examination  by  the  local 
board  examining  physician,  has  not 
been  placed  in  Class  IV-F  (by  reason  of 
being  morally  unfit).  Class  IV-D,  Class 
rV-C,  Class  IV-B,  Class  IV-A  (not  con¬ 
sidered  in  time  of  war),  Class  ni-B, 
Class  III-A,  Class  II-B,  Class  II-A,  or 
Class  I-H  and  who,  upon  classification 
after  physical  examination  by  the  local 
board  examining  physician,  has  not  been 


FEDERAL  REGISTER,  Friday,  June  5,  1942 


4271 


found  to  have  any  defect  set  forth  in 
Part  I  or  in  Part  II  of  the  List  of  Defects 
(Form  220)  and  who  has  been  found,  by 
reason  of  religious  training  and  belief, 
to  be  conscientiously  opposed  to  parti¬ 
cipation  in  war  in  any  form  and  to  be 
conscientiously  opposed  to  both  combat¬ 
ant  and  noncombatant  military  service, 
and  every  such  registrant  shall  be  avail¬ 
able  for  general  service  in  work  of  na¬ 
tional  importance  under  civilian  direc¬ 
tion  when  found  to  be  acceptable  for 
such  service. 

(b)  Upon  being  advised  by  the  Direc¬ 
tor  of  Selective  Service  that  a  registrant 
who  was  inducted  into  the  land  or  naval 
forces  for  general  military  service  will 
be  discharged  because  of  conscientious 
objections  which  make  him  unadaptable 
to  military  service,  the  local  board  shall 
change  such  registrant’s  classification 
and  place  him  in  Class  IV-E.  The  Di¬ 
rector  of  Selective  Service  shall  assign 
such  registrant  for  general  service  to 
work  of  national  importance  under 
civilian  direction. 

2.  Amend  §  622.52  to  read  as  follows: 

§  622.52  Class  IV-E-LS:  Available  for 
limited  service  in  civilian  work  of  na¬ 
tional  importance;  conscientious  objec¬ 
tor.  (a)  In  Class  IV-E-LS  shall  be  placed 
every  registrant  who,  upon  classification 
before  physical  examination  by  the  local 
board  examining  physician,  has  not  been 
placed  in  Class  IV-F  (by  reason  of  being 
morally  unfit).  Class  IV-D,  Class  IV-C, 
Class  IV-B,  Class  rV-A  (not  considered 
m  time  of  war) ,  Class  III-B,  Class  III-A, 
Class  n-B,  Class  II-A,  or  Class  I-H,  and 
who,  upon  classification  after  physical 
examination  by  the  local  board  examin¬ 
ing  physician,  has  not  been  placed  in 
Class  IV-F  (by  reason  of  having  a  defect 
set  forth  in  Part  I  of  the  List  of  Defects 
(Form  220) )  and  who  has  been  found  to 
have  one  of  the  defects  set  forth  in  Part 
II  of  the  List  of  Defects  (Form  220) ,  and 
who  has  been  found,  by  reason  of  reli¬ 
gious  training  and  belief,  to  be  conscien¬ 
tiously  opposed  to  participation  in  w'ar  in 
any  form  and  to  be  conscientiously  op¬ 
posed  to  both  combatant  and  noncom¬ 
batant  military  service,  and  every  such 
registrant  shall  be  available  for  limited 
service  in  w’ork  of  national  importance 
under  civilian  direction  when  found  to  be 
acceptable  for  such  service. 

(b)  Upon  being  advised  by  the  Director 
of  Selective  Service  that  a  registrant  who 
was  inducted  into  the  land  or  naval  forces 
for  limited  military  service  will  be  dis¬ 
charged  because  of  conscientious  objec¬ 
tions  which  make  him  unadaptable  to 
military  service,  the  local  board  shall 
change  such  registrant’s  classification 
and  place  him  in  Class  IV-E-LS.  The 
Director  of  Selective  Service  shall  assign 
such  registrant  for  limited  service  to 
work  of  national  importance  under  civil¬ 
ian  direction. 

3.  The  foregoing  amendments  to  the 
Selective  Service  Regulations  shall  be 
effective  Immediately  upon  the  filing 


hereof  with  the  Division  of  the  Federal 
Register. 

Lewis  B.  Hershey, 
Director. 

June  2, 1942. 

[P.  R.  Doc.  42-5212;  Piled,  June  3,  1942; 
1:13  p.  m.] 


Part  652 — Assignment  and  Delivery  of 
Persons  to  Work  of  National  Impor¬ 
tance  Under  Civilian  Direction 
[Amendment  59,  2d  Ed.] 

CONSCIENTIOUS  OBJECTOR!  ASSIGNMENT, 
DELINQUENCY,  ETC. 

By  authority  vested  in  me  as  Director 
of  Selective  Service  under  54  Stat.  885; 
50  U.S.C.,  Sup.  301-318,  inclusive;  E.O. 
No.  8545,  5  F.R.  3779,  Selective  Service 
Regulations,  Second  Edition  are  hereby 
amended  in  the  following  respects: 

1.  Amend  paragraph  (a)  of  §  652.2  to 
read  &s  follows: 

§  652.2  Assignment  by  Director  of 
Selective  Service,  (a)  The  Director  of 
Selective  Service,  upon  receipt  of  (1) 
the  Conscientious  Objector  Report  (Form 
48)  for  a  registrant  or  (2)  information 
from  the  land  or  naval  forces  that  a 
registrant  who  has  been  inducted  into 
the  land  or  naval  forces  will  be  dis¬ 
charged  because  of  conscientious  objec¬ 
tions  which  make  him  unadaptable  to 
military  service,  shall  assign  the  regis¬ 
trant  to  a  camp.  Such  assignment  will 
be  made  on  an  Assignment  to  Work  of 
National  Importance  (Form  49),  which 
shall  be  made  out  in  triplicate.  The  orig¬ 
inal  and  one  copy  will  be  mailed  to  the 
State  Director  of  Selective  Service,  who 
shall  forward  the  original  to  the  local 
board  designated  therein  and  file  the 
copy.  If  the  Assignment  to  Work  of 
National  Importance  (Form  49)  is  sent 
to  a  local  board  other  than  the  regis¬ 
trant’s  local  board,  the  registrant’s  local 
board  will  be  notified  of  such  action  so 
that  appropriate  notations  may  be  made 
in  Its  records. 

*  «  •  *  * 

2.  Amend  paragraphs  (a)  and  (c)  of 
§  652.11  to  read  as  follows: 

§  652.11  Preparation  and  distribution 
of  Order  to  Report:  delinquency  of  IV-E 
registrants,  (a)  Upon  receipt  of  an  As¬ 
signment  to  Work  of  National  Impor¬ 
tance  (Form  49)  for  a  registrant,  the 
local  board  shall  prepare  six  copies  of 
an  Order  to  Report  for  Work  of  National 
Importance  (Form  50).  'The  local  board 
shall  then  proceed  as  follows: 

(1)  In  the  case  of  a  registrant  classi¬ 
fied  in  Class  IV-E:  Mail  the  original  of 
the  Order  to  Report  for  Work  of  Na¬ 
tional  Importance  (Form  50)  to  the  reg¬ 
istrant  at  least  10  days  before  the  date 
set  for  him  to  report.  At  the  time  the 
registrant  leaves  the  local  board  for  the 
camp,  mail  the  remaining  five  copies 


of  the  Order  to  Report  for  Work  of  Na¬ 
tional  Importance  (Form  50),  together 
with  the  Armed  Forces’  Original,  the 
Surgeon  General’s  Copy,  and  the  Na¬ 
tional  Headquarters’  Copy  of  the  regis¬ 
trant’s  Report  of  Physical  Examination 
and  Induction  (Form  221),  to  the  camp 
directors,  and  retain  the  Local  Board’s 
Copy  of  the  registrant’s  Report  of  Physi¬ 
cal  Examination  and  Induction  (Form 
221)  in  the  registrant’s  Cover  Sheet 
(Form  53). 

(2)  In  the  case  of  a  registrant  dis¬ 
charged  from  the  land  or  naval  forces 
because  of  conscientious  objections 
which  make  him  unadaptable  for  mili¬ 
tary  service:  Mail  or  deliver  to  the  regis¬ 
trant  before  the  time  set  for  him  to  re¬ 
port,  the  original  of  the  Order  to  Report 
for  Work  of  National  Importance  (Form 
50).  At  the  time  the  registrant  leaves 
the  local  board  for  the  camp,  mail  the 
remaining  five  copies  of  the  Order  to 
Report  for  Work  of  National  Importance 
(Form  50),  together  with  a  letter  ex¬ 
plaining  the  circumstances  under  which 
the  registrant  was  ordered  to  report  for 
work  of  national  importance,  to  the 
camp  director  at  such  camp.  No  other 
records  shall  be  forwarded  to  the  camp 
director  with  such  registrant. 

When  an  Order  to  Report  for  Work  of 
National  Importance  (Form  50)  is 
mailed  or  delivered  to  a  registrant  as 
hereinbefore  provided,  it  shall  be  his 
duty  to  comply  therewith,  to  report  to 
the  camp  at  the  time  and  place  desig¬ 
nated  therein,  and  to  thereafter  per¬ 
form  work  of  national  importance  under 
civilian  direction  for  the  period,  at  the 
place,  and  in  the  manner  provided  by 
law. 

«  *  «  «  * 

(c)  If  for  any  reason  an  Order  to 
Report  for  Work  of  National  Importance 
(Form  50)  is  not  sent  to  a  registrant  for 
whom  an  Assignment  to  Work  of  National 
Importance  (Form  49)  has  been  received 
from  the  Director  of  Selective  Service, 
or  in  the  event  a  registrant  who  has  been 
sent  an  Order  to  Report  for  Work  of 
National  Importance  (Form  50)  does  not 
report  to  the  local  board  pursuant  to  such 
order,  the  local  board  shall  report  such 
fact  to  the  Director  of  Selective  Service 
through  the  State  Director  of  Selective 
Service.  If  any  such  registrant  becomes 
delinquent  by  reason  of  his  failure  to 
perform  any  of  his  obligations  under  the 
selective  service  law,  his  case  should  be 
handled  under  the  provisions  of  part  642 
in  the  same  manner  as  in  the  case  of 
any  other  delinquent  registrant. 

3.  'The  foregoing  amendments  to  the 
Selective  Service  Regulations  shall  be 
effective  immediately  upon  the  filing 
hereof  with  the  Division  of  the  Federal 
Register. 

Lewis  B.  Hershey, 

Director. 

June  2,  1942. 

[P.  R.  Doc.  42-5213;  Piled,  June  3,  1942; 

1:13  p.  m.) 
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(No.  83] 

Critical  and  Noncritical  Job 

CERTinCATES 

ORDER  PRESCRIBING  FORMS 

By  virtue  of  the  Selective  Training  and 
Service  Act  of  1940  (54  Slat.  885)  and  the 
authority  vested  in  me  by  the  rules  and 
regulations  prescribed  by  the  President 
thereunder  and  more  particularly  the 
provisions  of  S  605.51  of  the  Selective 
Service  Regulations,  I  hereby  prescribe 
the  following  changes  in  DSS  forms: 

1.  Addition  of  a  new  form  designated 
as  DSS  F*orm  325,  entitled  “Critical  Job 
Certificate,”  effective  immediately  upon 
the  filing  hereof  with  the  Division  of  the 
Federal  Register. 

2.  Addition  of  a  new  form  designated 
as  DSS  Form  326,  entitled  “Noncritical 
Job  Certificate,”  effective  immediately 
upon  the  filing  hereof  with  the  Division 
of  the  Federal  Register. 

The  foregoing  additions  shall,  effective 
Immediately  upon  the  filing  hereof  with 
the  Division  of  the  Federal  Register,  be¬ 
come  a  part  of  the  Selective  Service 
Regulations. 

Lewis  B.  Hershey, 

'  Director. 

June  2,  1942. 

[F.  R.  Doc.  42-5211;  Filed.  June  3,  1942; 

1:16  p.  m.] 


Chapter  IX — War  Production  Board 

Babchaptcr  B — Division  of  Industry  Operations 

Part  1020 — Automatic  Phonographs  and 
Weighing,  Amusement  and  Gaming  Ma¬ 
chines 

(Amendment  2  to  Supplementary  General 
Limitation  Order  Li-21-a] 

Section  1020.2  Supplementary  General 
Limitation  Order  L~21-a  ‘  is  hereby 
amended  by  inserting  a  new  paragraph 
(b)  as  follows: 

(b)  Restrictions  on  manufacturers  of 
parts.  On  and  after  June  4th,  1942,  no 
manufacturer  of  parts  for  automatic 
phonographs  or  weighing,  amusement  or 
gaming  machines  shall  perform  any  act 
which  would  be  a  violation  of  any  of  the 
provisions  of  paragraph  (a)  if  performed 
by  a  manufacturer  of  automatic  phono¬ 
graphs  or  weighing,  amusement  or  gam¬ 
ing  machines  on  or  after  that  date. 

(PJD.  Reg.  1,  as  amended,  6  FR.  6680; 
WPB.  Reg.  1, 7  F.R.  561;  E.0. 9024,  7  F.R. 
329;  E.O.  9040,  7  FR.  527;  E.O.  9125,  7 
FR.  2719;  sec.  2  (a).  Pub.  Law  671,  76th 
Cong.,  as  amended  by  Pub.  Laws  89  and 
507,  77th  Cong.) 

Issued  this  4th  day  of  June  1942. 

J.  S.  Knowlson, 
Director  of  Industry  Operations. 

(F.  R.  Doc.  42-5250;  Filed,  June  4.  1942; 
11:09  a.  m.] 


Part  1095— Communications 

(Amendment  1  oX  General  Ck)nservatlon  Or¬ 
der  L-50,  as  Amended  April  23,  1942] 

General  Conservation  Order  No.  L-50,' 
as  amended  April  23,  1942  (§  1095.1)  is 
hereby  amended  as  follows: 

Paragraph  (b)  (1)  is  amended  by  in¬ 
serting  after  the  last  word  in  that  para¬ 
graph,  the  following: 

•  •  •,  except: 

<i)  A  permanent  Installation  in  lieu  of 
one  temporarily  made  to  meet  an  exig¬ 
ency. 

(ii)  A  substitution  of  facilities  utiliz¬ 
ing  a  lesser  amount  of  material  where  the 
service  demands  of  a  subscriber  have  so 
decreased  as  to  warrant  the  substitution, 
provided  the  material  and/or  facilities 
recovered  are  currently  reusable  in  meet¬ 
ing  demands  for  service  not  otherwise 
prohibited  by  this  order. 

(P.D.  Reg.  1,  as  amended,  6  F.R.  6680; 
W.P.B.  Reg.  1,  7  F.R.  561;  E.O.  9024, 
7  F.R.  329;  E.O.  9040,  7  P.R.  527;  E.O. 
9125,  7  F.R.  2719;  sec.  2  (a).  Pub.  Law 
671,  76th  Cong.,  as  amended  by  Pub. 
Laws  89  and  507,  77th  Cong.) 

Issued  this  4th  day  of  June  1942. 

J.  S.  Knowlson, 

Director  of  Industry  Operations. 

(F.  R.  Doc.  42-5249;  Filed,  June  4,  1942; 
11:08  a.  m.] 


Part  1160 — Coal  Stokers 

(Amendment  1  to  General  Limitation  Order 
L-75] 

Section  1160.1  General  Limitation 
Order  L-75*  is  hereby  amended  in  the 
following  respects: 

Paragraph  (b)  (3)  of  §  1160.1  General 
Limitation  Order  L-75  is  hereby 
amended  to  read  as  follows: 

(3)  Alter  May  31,  1942,  no  person 
shall  produce,  fabricate  or  assemble  any 
Class  B  coal  stoker;  except  that  any  per¬ 
son  may  assemble,  during  the  period  from 
May  31,  1942,  to  and  including  Septem¬ 
ber  30,  1942,  any  Class  B  coal  stoker 
which  is  composed  wholly  of  fabricated 
parts  which  were  in  his  physical  posses¬ 
sion  on  May  31,  1942. 

This  amendment  shall  take  effect  im¬ 
mediately. 

(PD.  Reg.  1,  as  amended,  6  F.R.  6680; 
W.P.B.  Reg.  1,  7  F.R.  561;  E.O.  9024,  7 
F.R.  329;  E  G.  9040,  7  F.R.  527;  E.O.  9125, 
7  FR.  2719;  sec.  2  (a) ,  Pub.  Law  671,  76th 
Cong.,  as  amended  by  Pub.  Laws  89  and 
507,  77th  Cong.) 

Issued  this  4th  day  of  June  1942. 

J.  S.  Knowlson, 

Director  of  Industry  Operations. 

(F.  R.  Doc.  42-5247;  Filed,  June  4,  1942; 
11:08  a.  m.] 


Part  1161 — Oil  Burners 
(Amendment  1  to  General  Limitation  Order 
I/-74] 

Section  1161.1  General  Limitation 
Order  L-74*  is  hereby  amended  in  the 
following  respects: 

Paragraph  (a)  (2)  is  hereby  amended 
to  read  as  follows: 

(2)  “Class  A  oil  burner”  means: 

(1)  Any  oil  burner  which  is  specifi¬ 
cally  designed  for  use  on  a  ship,  for  use 
in  cooking,  or  for  use  in  heat  treating 
or  processing,  and 

(ii)  Any  oil  burner  which  has  a  capac¬ 
ity  for  burning  oil  at  a  rate  in  excess 
of  fifteen  (15)  gallons  per  hour. 

Paragraph  (a)  (3)  is  hereby  amended 
to  read  as  follows: 

(3)  “Class  B  oil  burner”  means  any  oil 
burner  other  than  a  Class  A  oil  burner. 

This  amendment  shall  take  effect  im¬ 
mediately. 

(PD.  Reg.  1,  as  amended,  6  F.R.  6680; 
W.PB.  Reg.  1,  7  F.R.  561;  E.O.  9024,  7 
F.R.  329;  E.O.  9040,  7  F.R.  527;  E.O.  9125, 
7  F.R.  2719;  sec  2  (a) ,  Pub.  Law  671,  76th 
Cong.,  as  amended  by  Pub.  Laws  89  and 
507,  77th  Cong.) 

Issued  this  4th  day  of  June  1942. 

J.  S.  Knowlson, 
Director  of  Industry  Operations. 
[F.  R.  Doc.  42-5248;  FUed,  June  4,  1942; 

11:08  a.  m.j 


Part  1179 — Golf  Clubs 

(Amendment  3  to  Limitation  Order  L-931 

Section  1179.1  General  Limitation 
Order  L-93*  is  hereby  amended  in  the 
following  particulars: 

Paragraph  (b)  (2)  is  hereby  amended 
by  striking  therefrom  the  words  “After 
May  31,  1942”,  and  inserting  instead  the 
words  “On  and  after  June  30,  1942”. 

Paragraph  (b)  is  hereby  amended  by 
adding  at  the  end  thereof  the  following 
new  subparagraph: 

(7)  Any  manufacturer  who  possessed 
in  his  inventory  prior  to  April  9,  1942, 
iron  or  steel  which  had  been  fabricated 
into  golf  club  parts  prior  to  April  9, 1942, 
may  during  the  month  of  June,  1942,  use 
such  iron  or  steel  for  the  production  and 
assembly  of  golf  clubs  in  an  amount  not 
to  exceed  50%  of  the  average  monthly 
amount  of  iron  and  steel  used  by  him  in 
the  production  of  golf  clubs  during  the 
calendar  year  1941. 

(PD.  Reg.  1,  as  amended,  6  FR.  6680; 
WR.B.  Reg.  1,  7  F.R.  561;  E.O.  9024, 
7  P.R.  329;  E.O.  9040,  7  F.R.  527;  E.O. 
9125,  7  F.R.  2719;  sec.  2  (a).  Pub.  Law 
671, 76th  Cong.,  as  amended  by  Pub.  Laws 
89  and  507,  77th  Cong.) 

Issued  this  4th  day  of  June  1942. 

J.  S.  Knowlson, 

Director-  of  Industry  Operations. 

(F.  R.  Doc.  42-5245;  Filed.  June  4,  1942; 

11:08  a.  m.] 


*  7  F  R.  2128,  2787,  3320. 


*7  FR.  3029. 
«7  FR.  2840. 


*  7  F.R.  2735,  2868,  3518. 
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Part  1213 — Safety  Equipment 

[Amendment  1  to  General  Limitation  Order 
L-114I 

Paragraph  (c)  (1)  of  §  1213.1  General 
Limitation  Order  L-114^  is  amended  to 
read  as  follows: 

(1)  Prior  to  the  date  of  this  order  or 
from  parts  which  were  finished  and  ready 
for  assembly  on  said  date,  provided  such 
safety  equipment  is  delivered  to  fill  pur¬ 
chase  orders  bearing  preference  ratings 
of  A-10  or  higher,  or 

(PJD.  Reg.  1,  as  amended,  6  F.R.  6680; 
W.P.B.  Reg.  1,  7  F.R.  561;  E.O.  9024,  7 
F.R.  329;  E.O.  9040,  7  F.R.  527;  E.O.  9125, 
7  F.R.  2719;  sec.  2  (a).  Pub.  Law  671, 
76th  Cong.,  as  amended  by  Pub.  Laws 
89  and  507,  77th  Cong.) 

Issued  this  4th  day  of  June  1942. 

J.  S.  Knowlson, 
Director  of  Industry  Operations. 

[F.  R.  Doc.  42-6248;  Plied,  June  4,  1942; 
11:08  a.  m.l 


Chapter  XI — Office  of  Price  Adminis¬ 
tration 

Part  1340— Fuel 

(Amendment  2  to  Maximum  Price  Regulation 
137*1 

MOTOR  FUEL  SOLD  AT  SERVICE  STATIONS 

A  statement  of  the  considerations  in¬ 
volved  in  the  issuance  of  this  amendment 
has  been  issued  simultaneously  here¬ 
with  and  has  been  filed  with  the  Division 
of  the  Federal  Register. 

Section  1340.86  is  amended  to  read  as 
set  forth  below: 

§  1340.86  Statement  and  postings  of 
maximum  prices  of  motor  fuel  sold  at 
service  stations,  (a)  Every  person  sub¬ 
ject  to  this  Maximum  Price  Regulation 
No.  137  shall  post  the  maximum  price 
for  each  grade  of  motor  fuel  in  a  manner 
plainly  visible  to,  and  understandable  by, 
each  purchaser.  Such  posting  shall  be 
marked  “Maximum  Prices”,  beneath 
which  shall  be  marked  each  grade  of 
motor  fuel  (premium,  regular,  third) 
offered  for  sale  and  opposite  each  grade 
shall  be  stated  the  maximum  price  for 
that  grade  of  motor  fuel. 

(b)  On  or  before  July  1,  1942  every 
person  subject  to  this  Maximum  Price 
Regulation  No.  137  shall  file  with  the 
appropriate  War  Price  and  Rationing 
Board  of  the  Office  of  Price  Administra¬ 
tion  a  statement  showing  his  maximum 
price  for  each  grade  of  motor  fuel  to¬ 
gether  with  an  appropriate  description 
of  its  specifications.  Such  statement 
shall  be  kept  up  to  date  by  such  person 
by  filing  on  the  first  dayvOf  every  suc¬ 
ceeding  month  a  statement  of  his  maxi¬ 
mum  price  for  each  grade  of  motor  fuel 
newly  offered  for  sale  by  him  at  a  service 
station  during  the  previous  month  to¬ 
gether  with  an  appropriate  description  of 
its  specifications. 

§  1340.93a  Effective  date  of  amend¬ 
ments.  *  *  * 


*  7  F.R.  3369. 

*7  FR.  3165.  3749. 


(b)  Amendment  No.  2  (§  1340.86)  to 
Maximum  Price  Regulation  No.  137  shall 
become  effective  June  4,  1942. 

(Pub.  Law  421,  77th  Cong.) 

Issued  this  4th  day  of  June,  1942. 

Leon  Henderson, 
Administrator. 

[F.  R.  Doc.  42-6254;  Filed.  June  4,  1942; 
11:52  a.  m.] 


Part  1378 — Commodities  of  Military 
Specifications  for  War  Procurement 
Agencies 

(Maximum  Price  Regulation  157 f 

SALES  AND  FABRICATION  OF  TEXTILES,  .APPAREL 
AND  RELATED  ARTICLES  FOR  MILITARY 
PURPOSES 

In  the  judgment  of  the  Price  Adminis¬ 
trator  it  is  necessary  and  proper  to  es¬ 
tablish  maximum  prices  for  sales  and 
fabrication  of  textiles,  apparel  and  re¬ 
lated  articles  used  for  military  purposes 
at  levels  which  differ  from  the  prices  at 
which  such  commodities  were  delivered 
during  March  1942,  .guch  action  is  re¬ 
quired  in  order  to  adjust  the  maximum 
prices  established  by  the  General  Maxi¬ 
mum  Price  Regulation^  (a)  to  allow  for  1 
certain  increases  in  labor  and  material 
costs  which  were  not  reflected  in  the 
prices  of  these  commodities  being  deliv¬ 
ered  that  month,  and  (b)  to  allow  for 
increases  in  all  costs  directly  resulting 
from  changes  in  specification  require¬ 
ments.  The  maximum  prices  established 
by  this  Regulation  are,  in  the  judgment 
of  the  Administrator,  generally  fair  and 
equitable.  A  statement  of  the  considera¬ 
tions  involved  in  the  issuance  of  this 
Regulation  is  issued  simultaneously 
herewith  and  has  been  filed  with  the 
Division  of  the  Federal  Register. 

Therefore,  under  the  authority  vested 
in  the  Price  Administrator  by  the  Emer¬ 
gency  Price  Control  Act  of  1942  and  in 
accordance  with  Procedural  Regulation 
No.  1  ’  issued  by  the  Office  of  Price  Ad¬ 
ministration,  Maximum  Price  Regulation 
No.  157  is  hereby  issued. 

Authority:  $S  1378.1  to  1378.10,  inclusive, 
issued  under  Pub.  Law  421,  77th  Cong. 

§  1378.1  Sales  and  fabrication  serv¬ 
ices  covered  by  this  Maximum  Price  Reg¬ 
ulation  No.  157.  (a)  This  Maximum 

Price  Regulation  No.  157  shall  apply,  ex¬ 
cept  as  set  forth  in  paragraph  (b)  of  this 
section,  and  the  General  Maximum  Price 
Regulation  ‘  shall  not  apply,  to  sales  or 
fabrication  of  textiles,  apparel  and  re¬ 
lated  articles  pursuant  to  contract  with: 

(1)  Any  war  procurement  agency  of 
the  United  States  government;  or 

(2)  Any  person  who  contracts  to  sell 
the  purchased  or  fabricated  commodity 
or  a  commodity  processed  therefrom  to 
any  war  procurement  agency  of  the 
United  States  government  or  to  any  con¬ 
tractor  or  subcontractor  who  physically 
Incorporates  such  commodity  or  a  com¬ 
modity  processed  therefrom  in  an  article 
being  processed  for  any  such  war  pro¬ 
curement  agency. 


1  7  FH.  3163,  3330,  3666. 
*  7  FH.  971,  3663. 


(b)  The  maximum  prices  established 
by  this  Maximum  Price  Regulation  No. 
157  shall  not  apply  to  any  sale  or  fabri¬ 
cation  service  for  which  a  maximum 
price  is  in  effect,  at  the  time  of  such  sale 
or  delivery,  under  the  terms  of  any  other 
maximum  price  regulation,  schedule  or 
order  issued  by  the  Office  of  Price  Ad¬ 
ministration,  except  the  General  Maxi¬ 
mum  Price  Regulation.^ 

(c)  (1)  As  used  in  this  Maximum  Price 
Regulation  No,  157,  the  term  “textiles, 
apparel  and  related  articles”  shall  mean 
the  following  commodities  when  made  in 
accordance  with  military  specifications: 

(1)  Yarns,  textiles  and  textile  prod¬ 
ucts; 

(ii)  Leather,  fur,  and  products  there¬ 
of; 

(iii)  Rubber  fabrics,  apparel  and  foot¬ 
wear;  and 

(iv)  Wearing  apparel,  including  find¬ 
ings,  and  other  individual,  organiza¬ 
tional,  or  ship’s  personnel  equipment 
made  in  whole  or  in  part  of  any  of  the 
materials  listed  in  subdivisions  (i)  and 
(ii)  of  this  subparagraph  (1)  or  from 
rubber,  except  rubber  drug  sundries. 

(2)  If  the  contracting  officer  of  any 
war  procurement  agency  of  the  United 
States  government  and  a  person  who 
contracts  to  sell  or  supply  to  such  agency 
any  commodity  or  fabrication  service, 
shall  both  certify  to  the  Office  of  Price 
Administration  that  they  are  unable  in 
good  faith  to  determine  whether  such 
commodity  or  fabrication  service  falls 
within  the  term  “textiles,  apparel  and 
related  articles”  as  defined  in  subpara¬ 
graph  (1)  of  this  paragraph  (c),  then 
such  commodity  shall  be  deemed  to  be 
included  in  such  term  and  shall  be  sub¬ 
ject  to  all  of  the  provisions  of  this  Maxi¬ 
mum  Price  Regulation  No,  157. 

§  1378.2  Prohibition  against  dealing 
in  textiles,  apparel  and  related  articles 
at  prices  above  the  maximum,  (a)  On 
and  after  July  1,  1942,  regardless  of  any 
contract,  agreement,  lease,  or  other  obli¬ 
gation: 

(1)  No  person  shall  sell  or  deliver  any 
textiles,  apparel  or  related  articles  or 
supply  any  fabrication  service  in  any 
transaction  subject  to  this  Maximum 
Price  Regulation  No.  157,  at  a  price  in 
excess  of  the  maximum  prices  estab¬ 
lished  herein; 

(2)  No  person  in  the  course  of  trade 
or  business  shall  buy  or  receive  any  tex¬ 
tiles,  apparel  or  related  articles  or  fabri¬ 
cation  service  in  any  such  transaction  at 
a  price  in  excess  of  the  maximum  prices 
established  herein; 

(3)  No  person  shall  agree,  o^er,  solicit, 
or  attempt  to  do  any  of  the  foregoing. 

(b)  The  provisions  of  paragraph  (a) 
(2)  of  this  section  shall  not  be  applicable 
to  any  war  procurement  agency  or  any 
contracting  officer  thereof,  and  any  such 
contracting  officer  or  any  paying  ^ance 
officer  shall  be  relieved  of  any  and  every 
liability,  civil  or  criminal,  imposed  by 
this  Maximum  Price  Regulation  No.  157, 
or  by  the  Emergency  Price  Control  Act 
of  1942. 


*  Supra. 
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§  1378.3  Maximum  prices  for  sales  or 
fabrication  of  textiles,  apparel  and  re¬ 
lated  articles  for  military  purposes.  The 
seller’s  maximum  price  for  any  sale  or 
fabrication  service  covered  by  this  Maxi¬ 
mum  Price  Regulation  No.  157  shall  be  de¬ 
termined  as  follows: 

(a)  In  those  cases  in  which  the  seUer 
delivered  the  same  article  or  supplied  the 
same  fabrication  service  prior  to  April 
1.  1942: 

The  maximum  price  shall  be  the  high¬ 
est  price  at  which  delivery  or  supply 
thereof  was  made  by  the  seller  prior  to 
April  1,  1942,  plus  if  any,  the  seller’s  in¬ 
creases  in  material  and  labor  costs  as 
defined  herein.  (1)  The  seller’s  Increase 
in  material  cost  shall  be  the  difference 
between  (i)  the  actual  cost  of  mate¬ 
rial  embodied  in  the  article  delivered  pur¬ 
suant  to  the  highest-priced  contract 
mentioned  above  and  (ii)  the  highest 
cost  which  he  would  have  incurred  for 
such  materials  if  purchased  from  his  cus¬ 
tomary  or  an  equivalent  source  of  sup¬ 
ply  for  delivery  at  any  time  during  March 
1942.  (2)  'The  seller’s  increase  in  labor 

cost  shall  be  the  difference  between  (i) 
his  labor  cost  for  the  article  or  fabrica¬ 
tion  service  computed  on  the  basis  of 
wage  rates  paid  by  the  seller  on  the  date 
of  making  the  highest-priced  contract 
mentioned  above  and  (ii)  such  labor  cost 
computed  on  the  basis  of  wage  rates  paid 
by  the  seller  on  March  31,  1942,  plus 
any  Increase  subsequent  thereto  made 
pursuant  to  a  collective  bargaining  con¬ 
tract  or  other  wage  agreement  which 
contract  or  agreement  (a)  was  entered 
into  on  or  before  April  27,  1942,  and  (b) 
provides  for  an  unconditional  increase  in 
wage  rates  of  a  fixed  amount  or  per  cent. 

(3)  The  foregoing  costs  shall  be  deter¬ 
mined  in  accordance  with  the  customary 
accounting  policy  of  the  seller. 

(b)  In  those  cases  in  which  the  seller 
delivered  an  article  or  supplied  a  fabri¬ 
cation  service  prior  to  April  1,  1942,  the 
same  as  the  article  or  service  to  be 
priced  except  for  differences  due  to 
changes  in  specifications,  including  those 
pertaining  to  delivery: 

The  maximum  price  shall  be  the  price 
determined  in  paragraph  (a)  of  this  sec¬ 
tion  adjusted  up  or  down  in  an  amount 
equal  to  actual  increases  or  decreases,  if 
any,  in  costs  directly  resulting  from  such 
changes  in  specifications. 

8  1378.4  Sales  or  fabrication  of  tex¬ 
tiles,  apparel  and  related  articles  for  mil¬ 
itary  purposes  temporarily  exempted 
from  price  regulation,  (a)  In  any  csise 
in  which  the  seller  certifies  that  such 
seller,  prior  to  April  1,  1942,  did  not  pre¬ 
viously  deliver  the  same  article  or  supply 
the  same  fabrication  service  (or  an  ar¬ 
ticle  or  fabrication  service  the  same  ex¬ 
cept  for  difference  in  specifications,  in¬ 
cluding  those  pertaining  to  delivery) ,  the 
sale  of  such  article  or  the  supply  of  such 
fabrication  service  by  such  seller  shall 
not  be  subject  to  the  provisions  of  this 
Maximum  Price  Regulation  No.  157,  or 
the  General  Maximum  Price  Regulation.^ 

>  Supra. 


(b)  The  certification  by  the  seller,  re¬ 
ferred  to  in  paragraph  (a)  of  this  section 
shall  be  effected  as  follows: 

(1)  If  the  sale  is  made  to  a  war  pro- 
ciu'ement  agency,  the  seller  shall  furnish 
to  such  agency  a  written  certificate,  and 
furnish  a  copy  thereof  to  the  OflBce  of 
Price  Administration  within  10  days  after 
contracting  to  sell  or  supply  each  article 
or  fabrication  service. 

(2)  If  the  sale  is  made  to  any  person 
other  than  a  war  procurement  agency, 
the  seller  shall  furnish  to  his  purchaser  a 
written  certificate  and  furnish  a  copy 
to  the  OflBce  of  Price  Administration 
within  10  days  after  contracting  to  sell 
or  supply  such  article  or  fabrication 
service. 

§  1378.5  Less  than  maximum  prices. 
Lower  prices  than  those  established  by 
this  Maximum  Price  Regulation  No.  157 
may  be  charged,  demanded,  paid  or 
offered, 

§  1378.6  Evasion.  The  price  limita¬ 
tions  set  forth  in  this  Maximum  Price 
Regulation  No.  157  shall  not  be  evaded, 
whether  by  direct  or  indirect  methods, 
in  connection  with  an  offer,  solicitation, 
agreement,  sale,  delivery,  purchase,  or 
receipt  of  or  relating  to  textiles,  apparel, 
and  related  items,  alone  or  in  conjunc¬ 
tion  with  any  other  commodity  or  by 
way  of  commission,  service,  transporta¬ 
tion,  or  any  other  charge,  or  discount, 
premium,  or  other  privilege,  or  by  tying 
agreement  or  other  trade  understanding, 
or  otherwise. 

§  1378.7  Enforcement.  Persons  vio¬ 
lating  any  provision  of  this  Maximum 
Price  Regulation  No.  157  are  subject  to 
the  criminal  penalties,  civil  enforce¬ 
ment  actions,  and  suits  for  treble  dam¬ 
ages  provided  by  Uie  Emergency  Price 
Control  Act  of  1942. 

§  1378.8  Records  and  reports,  (a) 
Every  person  making  any  sales  or  sup¬ 
plying  any  fabrication  services  subject 
to  this  Maximum  Price  Regulation  No. 
157  on  and  after  June  4,  1942,  shall  keep 
for  inspection  by  the  Ofiftce  of  Price  Ad¬ 
ministration  for  a  period  of  not  less  than 
one  year  complete  and  accurate  records 
of: 

(1)  Each  such  sale  made  or  fabrica¬ 
tion  service  supplied,  showing  the  date 
thereof,  the  war  procurement  Eigency  in¬ 
volved,  the  article  sold  or  the  nature  of 
the  service  supplied,  the  quantity  of 
goods  sold  or  fabricated,  and  the  price 
charged  or  received;  and 

(2)  The  highest  price  charged  by  such 
person  iM-ior  to  April  1,  1942  lor  delivery 
or  supply  of  such  article  or  service. 

(b)  Such  person  shall  keep  such  rec¬ 
ords  in  addition  to  or  in  lieu  of  the  rec¬ 
ords  required  by  this  section  as  the 
Office  of  Price  Administration  may  from 
time  to  time  require. 

8  1378.9  Petitions  for  amendment. 
Any  person  seeking  a  modification  of 
any  provision  of  this  Maximum  Price 
Regulation  No.  157  may  file  a  petition 
for  amendment  in  accordance  with  the 
provisions  of  Procedural  Regulation  No. 
1  *  Issued  by  the  Office  of  Price  Adminis¬ 
tration. 


•Supra. 


8  1378.10  Definitions,  (a)  When  used 
in  this  Maximum  Price  Regulation  No. 
157,  the  term: 

(1)  “Person”  indicates  an  individual, 
corporation,  partnership,  association,  or 
other  organized  group  of  persons,  legal 
successor  or  representative  of  any  of  the 
foregoing,  and  includes  the  United  States, 
any  agency  thereof,  any  other  govern¬ 
ment,  or  any  of  its  political  subdivisions, 
and  any  agency  of  any  of  the  foregoing. 

(2)  “Labor  cost”  means  the  cost  of 
labor  which  is  properly  chargeable  to 
the  article  manuifactured  or  the  service 
supplied,  determined  pursuant  to  the 
seller’s  customary  accounting  policy,  but 
shall  not  Include  executive  salaries  or 
profit. 

(3)  “Seller”  means  a  person  who 
makes  a  sale  or  supplies  a  fabrication 
service  subject  to  this  Maximum  Price 
Regulation  No.  157,  and  shall  include  any 
person  controlling,  controlled  by,  or 
under  common  control  with  such  person. 

(4)  “Sale”  means  an  offer  to  sell,  a 
contract  of  sale,  or  a  delivery  pursuant 
to  a  contract  of  sale,  but  shall  not  in¬ 
clude  the  sale  of  any  sample. 

(5)  “Fabrication”  and  “fabrication 
service”  mean  the  manufacture  of  an 
article  from  materials  supplied  in  whole 
or  substantial  part  by  the  person  to  whom 
such  article,  when  fabricated,  is  supplied 
or  delivered. 

(6)  “War  procurement  agency”  in¬ 
cludes  the  War  Department,  the  Depart¬ 
ment  of  the  Navy,  the  United  States 
Maritime  Commission,  and  the  Lend- 
Lease  Section  in  the  Procurement  Di¬ 
vision  of  the  Treasury  Depcu-tment,  or 
any  agency  of  any  of  the  foregoing. 

(b)  Unless  the  context  otherwise  re¬ 
quires,  the  definitions  set  forth  in  sec¬ 
tion  302  of  the  Emergency  Price  Control 
Act  of  1942  shall  apply  to  other  terms 
used  herein. 

§1378.10  Effective  date.  This  Maxi¬ 
mum  Price  Regulation  No.  157  (§§  1378.1 
to  1378.10,  inclusive)  shall  become  effec¬ 
tive  June  4,  1942. 

Issued  this  3d  day  of  June  1942. 

I^N  Henderson, 
Administrator. 

|F.  R.  Doc.  42-5217;  Filed,  June  3,  1942; 

6:00  p.  m.] 


Chapter  XVII — Office  of  Civilian  Defense 
(Regulations  2 — Supplementary  Order  2) 
Part  1902 — Insignia 

SPECIFICATIONS  FOR  AND  MANNER  OF  WEAR 
AND  USE  OF  OFFICIAL  ARTICLES 

By  virtue  of  the  authority  vested  in  me 
as  Director  of  Civilian  Defense  by  Execu¬ 
tive  Order  No.  8757  dated  May  20, 1941,  as 
amended  by  Executive  Order  No.  9088 
dated  March  6,  1942,  and  Executive 
Order  No.  9134  dated  April  15.  1942,  and 
pursuant  to  8  1902.2  ^  of  this  chapter 
(Section  2  of  Regulations  No.  2  of  the 
Office  of  Civilian  Defense)  the  Director 
of  Civilian  Defense  (hereinafter  referred 


»  7  F.R.  3242. 


FEDERAL  REGISTER,  Friday,  June  5,  1942 


4275 


to  as  “the  Director”)  prescribes  the  speci¬ 
fications  for  and  the  manner  of  wear 
and  use  of  the  following  ofllcial  articles 
embodying  prescribed  insignia  for: 

Staff  Corps  of  the  OfiBce  of  Civilian 
Defense. 

United  States  Citizens  Defense  Corps. 

United  States  Citizens  Service  Corps. 

Civil  Air  Patrol. 

Civilian  Defense  Auxiliary  Group. 

Sec. 

1902.51  Critical  materials. 

1902.52  Official  articles  for  the  Staff  Corps 

of  the  Office  of  Civilian  Defense. 

1902.53  Official  articles  for  the  United  States 

Citizens  Defense  Corps. 

1902.54  Official  articles  for  the  United  States 

Citizens  Service  Corps. 

1902.55  Official  articles  for  the  Civil  Air 

Patrol. 

1902.56  Official  articles  for  the  ClvUian  De¬ 

fense  Auxiliary  Group. 

1902.57  General  provisions  as  to  arm  bands, 

pins  and  buttons. 

Authoritt:  §§  1902.51  to  1902.57,  Inclusive, 
issued  under  E.O.  8757,  9088,  9134;  6  PJR. 
2517;  7  P.R.  1775,  2887, 

§  1902.51  Critical  materials.  OfQcial 
articles,  of  any  kind,  shall  not  be  manu¬ 
factured  or  fabricated  of  materials  which 
have  been  or  shall  be  designated  as  criti¬ 
cal  by  the  War  Production  Board  or  any 
other  government  agency.  The  OfiBce 
of  Civilian  Defense  will  not  issue  licenses 
to  manufacturers  who  seek  to  use  such 
critical  materials,  and  will  revoke  all 
licenses  granted  whic^  allow  the  use  of 
materials  now  or  hereafter  designated 
as  critical. 

5  1902.52  Official  articles  for  the  Staff 
Corps  of  the  Office  of  Civilian  Defense. 
The  following  articles  are  prescribed  as 
oflBclal  articles  for  wear  and  use  by  the 
Staff  Corps  of  the  Office  of  Civilian  De¬ 
fense,  in  accordance  with  all  rules,  regu¬ 
lations,  orders  or  instructions  issued  by 
the  Director.  When  worn  or  used  by 
the  Staff  Corps  of  the  Office  of  Civilian 
Defense  in  its  Washington  Office  or  Re¬ 
gional  Offices,  the  Staff  Corps  insigne 
shall  be  superimposed  on  the  letters 
“US”.  When  worn  or  used  by  members 
of  a  State  Defense  Council  or  Local  De¬ 
fense  Council,  or  by  persons  on  the  Staffs 
of  such  Councils,  or  of  Local  Volunteer 
Offices,  a  rectangle  embodying  the 
name,  or  abbreviation  of  the  name,  of 
the  particular  state  shall  be  attached  as 
a  pendant. 

(a)  Arm  bands  and  brassards.  Arm 
bands  and  brassards  shall  be  17  Vi  to  18 
inches  long  and  4  inches  wide.  The 
basic  insigne  shall  be  3  Vi  inches  in  di¬ 
ameter  and  shall  be  placed  in  the  center 
of  the  arm  band  or  brassard. 

(b)  Lapel  pins  and  buttons.  Lapel  pins 
or  buttons  shall  be  Vi  inch  in  diameter. 

(c)  Flags  and  banners.  The  basic  in¬ 
signe  may  be  embroidered  or  sewn  on 
flags  or  banners,  provided  no  words  (ex¬ 
cept  for  the  letters  “US,”  the  name  Office 
of  Civilian  Defense,  or  the  State  or  local 
designation)  or  other  emblem  shall  be 
used  thereon  In  addition  to  the  insignia. 

§  1902.53  Official  articles  for  the 
United  States  Citizens  Defense  Corps. 
The  following  articles  are  prescribed  as 
official  articles  for  wear  and  use  by  mem¬ 


bers  of  the  United  States  Citizens  De¬ 
fense  Corps  in  accordance  with  all  rules, 
regulations,  orders  or  Instructions  issued 
by  the  Director: 

(a)  Arm  bands  and  brassards.  All 
prescribed  insignia  may  be  used  on  arm 
bands  and  brassards,  except  the  instruc¬ 
tors  insigne.  Arm  bands  and  brassards 
shall  be  17  V^  to  18  inches  long,  and  4 
inches  wide.  The  insignia  shall  be  ZV2 
inches  in  diameter  and  shall  be  placed 
in  the  center  of  the  arm  band  or  bras¬ 
sard. 

(b)  Sleeve  insignia  for  uniforms.  All 
prescribed  insignia  may  be  used  as  sleeve 
Insignia,  embroidered  or  woven  with 
stitched  or  rolled  edges.  Sleeve  insignia 
shall  be  2V4  inches  in  diameter.  Sleeve 
insignia  shall  be  worn  on  the  left  sleeve, 

1  inch  below  the  shoulder  seam. 

(c)  Collar  and  cap  emblems  for  uni¬ 
forms.  All  prescribed  insignia  may  be 
used  on  collar  and  cap  emblems  of  uni¬ 
formed  units. 

(1)  Embroidered  or  woven.  All  pre¬ 
scribed  insignia  may  be  embroidered  or 
woven  as  emblems,  1V4  inches  in  diam¬ 
eter,  with  stitched  or  rolled  edges,  em¬ 
broidered  in  red,  white  and  blue. 

{2)  Metal.  All  prescribed  insignia  may 
be  included  on  metal  as  emblems,  or  on 
any  non-metallic  substitute  therefor, 
1V4  Inches  in  diameter. 

(d)  Helmet  emblems.  All  prescribed 
insignia  may  be  used  on  circular  decal- 
comanias  or  stickers,  2 Vi  inches  in  di¬ 
ameter,  which  shall  be  placed  on  the 
front  of  helmets.  All  prescribed  insig-  1 
nia  may  be  screen  stencilled,  to  the  same 
dimensions,  on  the  front  of  helmets. 

(e)  Lapel  pins  or  buttons.  All  pre¬ 
scribed  insignia  may  be  used  on  lapel 
pins  or  buttons  V4  inch  In  diameter, 

(f)  Automobile  stickers  and  plates. 
All  prescribed  insignia  may  be  included, 
with  or  without  the  appropriate  unit 
name  accompanying  the  insigne,  on  au¬ 
tomobile  stickers  and  plates.  Automo¬ 
bile  stickers  and  plates  shall  be  in  a 
circular  shape,  from  4  to  12  Inches  in 
diameter,  or  in  a  rectangular  shape  no 
larger  than  6  inches  by  12  inches.  Au¬ 
tomobile  stickers  and  plates  may  be 
placed  on  any  truck,  automobile  or  other 
vehicle,  and  may  be  used  only  subject 
to  compliance  with  appropriate  state  and 
local  laws,  ordinances,  or  regulations  ap¬ 
plicable  to  windshield  or  vehicle  stickers. 

(g)  Certificates  of  membership.  The 
basic  insigne  may  be  used  on  Certificates 
of  Membership  which  shall  conform  to 
OCD  Form  No.  103. 

(h)  Identification  cards.  The  basic 
insigne  may  be  used  on  identification 
cards  which  shall  conform  to  OCD  Form 
No.  702. 

(i)  Identification  signs.  All  prescribed 
insignia  may  be  used  on  signs  to  mark 
the  station,  location,  or  post  of  enrolled 
members  of  the  United  States  Civilian 
Defense  Corps.  Signs  may  contain  the 
prescribed  insigne  and  other  material 
relative  to  the  unit  of  which  the  person 
is  a  member,  and  any  other  matter  con¬ 
sidered  to  be  appropriate  by  the  Local 
Defense  Council.  Signs  shall  be  placed 
so  as  to  be  unobstructed  and  clearly 
visible,  and  in  accordance  with  all  appli¬ 


cable  State  laws  and  local  ordinances  or 
regulations. 

(j)  Flags  and  banners.  All  prescribed 
insignia  may  be  embroidered  or  sewn 
on  flags  or  banners,  provided  no  words 
(except  for  the  letters  “US”,  the  name 
Office  of  Civilian  Defense,  or  the  State 
or  local  designation)  or  other  emblem 
shall  be  used  thereon  in  addition  to  the 
insignia. 

§  1902.54  Official  articles  for  the 
United  States  Citizens  Service  Corps. 
The  following  articles  are  prescribed  as 
official  articles  for  wear  and  use  by  mem¬ 
bers  of  the  United  States  Citizens  Serv¬ 
ice  Corps,  in  accordance  with  all  rules, 
regulations,  orders  or  instructions  issued 
by  the  Director: 

(a)  Lapel  pins  or  buttons.  The  basic 
insigne  may  be  used  on  lapel  pins  or  but¬ 
tons  1 V4  inches  in  diameter  or  V4  inch  in 
diameter. 

(b)  Sleeve  insigne  for  uniform.  The 
basic  insigne  may  be  used  as  sleeve  in¬ 
signe,  embroidered  or  woven  with 
stitched  or  rolled  edges.  Sleeve  insigne 
shall  be  4  inches  in  diameter.  Sleeve 
insigne  shall  be  worn  on  the  left  sleeve, 
1  inch  below  the  shoulder  seam. 

(c)  Certificate  of  membership.  The 
basic  insigne  may  be  used  on  Certificates 
of  Membership,  which  shall  conform  to 
OCD  Form  No.  703. 

(d)  Flags  and  banners.  The  basic  in¬ 
signe  may  be  embroidered  or  sewn  on 
flags  or  banners,  provided  no  words  (ex¬ 
cept  for  the  letters  “US,”  the  name  Office 
of  Civilian  Defense,  or  the  State  or  local 
designation)  or  other  emblem  shall  be 
used  thereon  in  addition  to  the  insignia. 

§  1902.55  Official  articles  for  the  Civil 
Air  Patrol.  The  following  articles  are 
prescribed  as  official  articles  for  wear  and 
use  by  members  of  the  C^ivil  Air  Patrol, 
in  accordance  with  all  rules,  regulations, 
orders,  or  instructions  issued  by  the 
Director: 

(a)  Arm  bands  and  brassards.  The 
basic  insigne  may  be  used  on  arm  bands 
and  brassards.  Arm  bands  and  brassards 
shall  be  17  y2  to  18  inches  long,  and  4 
inches  wide.  The  insigne  shall  be  3*72 
inches  in  diameter  and  shall  be  placed  in 
the  center  of  the  arm  band  or  brassard. 

(b)  Sleeve  insignia  for  uniforms.  The 
basic  insigne  may  be  used  as  sleeve  in¬ 
signia,  embroidered  or  woven  with 
stitched  or  rolled  edges.  Sleeve  insignia 
shall  be  3  inches  in  diameter.  Sleeve 
insignia  shall  be  worn  on  the  left  sleeve, 
Vi  inch  below  the  shoulder  seam. 

(c)  Cap  insignia  for  uniforms.  The 
basic  insigne  may  be  included  on  metal 
or  embroidered  or  woven  as  emblems,  IVi 
inches  in  diameter,  which  shall  be  worn 
on  the  caps  of  members  of  the  Cfivil  Air 
Patrol. 

(d)  Wings.  Pilot  and  Observer  wings, 
of  metal,  2  Vi  and  IVi  inches,  respectively, 
in  length,  shall  be  worn  above  the  left 
upper  blouse  pocket  of  the  uniform. 

(e)  Buttons  for  uniforms.  The  basic 
Insigne  may  be  used  on  24  ligne  and  36 
ligne  buttons  for  uniforms. 

(f)  Identification  cards.  The  basic 
insigne  may  be  used  on  Identification 
cards  which  shall  be  issued  and  dlstrib- 
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uted  by  the  National  Commander  of  the 
Civil  Air  Patrol. 

(g)  Aircraft  insignia.  The  basic  in- 
signe  may  be  used,  by  painting  or  de- 
calcomania,  on  the  wings  and  fuselage  of 
aircraft  engaged  in  official  Civil  Air 
Patrol  missions.  The  basic  Insigne  shall 
be  centered  on  the  top  side  of  the  left 
wing  and  on  the  button  side  of  the  right 
wing  at  a  point  Vb  of  the  distance  from 
the  wing  tip  to  the  fuselage,  and  the 
diameter  of  the  insigne  shall  not  exceed 
%  of  the  wing  chord  at  the  point  of  appli¬ 
cation.  The  insigne  on  the  fuselage 
shall  be  centered  on  both  sides  of  the 
fuselage  at  a  point  V3  of  Uie  distance 
from  the  leading  edge  of  the  horizontal 
stabilizer  to  the  trailing  edge  of  the  wing, 
and  the  diameter  of  the  insigne  shall 
not  exceed  %  of  the  depth  of  the  fuselage 
at  the  point  of  application. 

(h)  Automobile  stickers  and  plates. 
The  basic  insigne  may  be  included,  with 
or  without  the  name  Civil  Air  Patrol, 
on  automobile  stickers  and  plates.  Au¬ 
tomobile  stickers  and  plates  shall  be  in 
a  circular  shape,  from  4  to  12  inches  in 
diameter,  or  in  a  rectangular  shape  no 
larger  than  6  Inches  by  12  inches.  Auto¬ 
mobile  stickers  and  plates  may  be  placed 
on  any  truck,  automobile  or  other  ve¬ 
hicle,  and  may  be  used  only  subject  to 
compliance  with  apropriate  state  and 
local  laws,  ordinances,  or  regulations  ap¬ 
plicable  to  windshield  or  vehicle  stickers. 

§  1902.56  Official  articles  for  the 
Civilian  Defense  Auxiliary  Group.  The 
following  articles  are  prescribed  as  offi¬ 
cial  articles  for  wear  and  use  by  members 
of  the  Civilian  Defense  Auxiliary  Group, 
in  accordance  with  all  rules,  regulations, 
orders,  or  instructions  issued  by  the 
Director: 

(a)  Arm  bands  and  brassards.  The 
basic  insigne  may  be  used  on  arm  bands 
and  brassards.  Arm  bands  and  bras¬ 
sards  shall  be  17  V2  to  18  inches  long  and 
4  Inches  wide.  The  insigne  shall  be  3^2 
inches  in  diameter  and  shall  be  placed 
in  the  center  of  the  arm  band  or  bras¬ 
sard. 

A  person  in  the  Civilian  Defense  Aux¬ 
iliary  Group  may  use  a  word  on  arm 
bands  or  brsissards  to  indicate  his  occupa¬ 
tion,  or  profession,  such  word  to  be 
placed  below  the  insigne  in  such  a  man¬ 
ner  as  not  to  alter  or  modify  the  insigne. 

(b)  Identification  cards.  The  basic 
Insigne  may  be  used  on  identification 
cards  which  shall  conform  to  OCD  Form 
No.  701. 

(c)  Automobile  stickers  and  plates. 
The  basic  insigne  may  be  Included,  with 
or  without  the  name  or  other  identifica¬ 
tion  of  the  occupation  of  the  user  ac¬ 
companying  the  insigne,  on  automobile 
stickers  and  plates.  Automobile  stickers 
and  plates  shall  be  in  a  circular  shape, 
from  4  to  12  inches  In  diameter,  or  in  a 
rectangular  shape  no  larger  than  6 
inches  by  12  inches.  Automobile  stickers 
and  plates  may  be  placed  on  any  truck, 
automobile  or  other  vehicle,  and  may  be 
used  only  subject  to  compliance  with 
appropriate  state  and  local  laws,  ordi¬ 
nances.  or  regulations  applicable  to 
windshield  or  vehicle  stickers. 


S  1902.57  General  provisions  as  to 
arm  bands,  pins  and  buttons,  (a)  Arm 
bands  and  brassards  may  be  manufac¬ 
tured  of  any  fabric,  not  designated  as 
critical,  except  arm  bands  and  brassards 
which  are  manufactured  of  pyroxylin 
fabric  and  which  shall  be  manufactured 
in  accordance  with  United  States  Army 
Quartermaster  Corps  Specifications, 
O.  Q.  M.  G.  No.  33  attached  to  and  made 
a  part  of  this  Supplementary  Order. 

(b)  Lapel  pins  and  buttons  shall  be 
enameled  in  three  coats  and  hard-fired 
on  a  non-critical  metal  or  substitute 
thereof. 

(c)  Arm  bands  and  brassards  shall  be 
worn  on  the  left  arm,  mid-way  between 
the  elbow  and  the  shoulder. 

(d)  Buttons  shall  be  worn  in  the  but¬ 
tonhole  of  the  left  lapel;  pins  shall  be 
worn  on  the  left  side  of  the  garment. 

[SEAL]  James  M.  Landis, 

Director  of  Civilian  Defense. 

May  28.  1942. 

[F.  R.  Doc.  42^09;  Filed,  June  3,  1942; 

12:41  p.  m.] 


(Regulations  No.  3] 

Part  1903 — ^United  States  Citizens 
Defense  Corps 

effective  date 

By  virtue  of  authority  vested  in  me  by 
Executive  Order  No.  8757  dated  May  20, 

1941,  as  amended  by  Executive  Order 
No.  9088  dated  March  6,  1942,  and  Ex¬ 
ecutive  Order  No.  9134  dated  April  15, 

1942,  §  1903.17  of  this  chapter  (section 
17  of  Office  of  Civilian  Defense  Regula¬ 
tions  No.  3)  is  hereby  amended  to  read 
as  follows: 

§  1903.17  Effective  date.  These  regu¬ 
lations  shall  become  effective  July  1, 
1942.  (E.O.  8757,  9088,  9134;  6  F.R.  2517; 
7  FR.  1775,  2887,  3244) 

[seal]  James  M.  Landis, 

Director  of  Civilian  Defense. 
l&AY  28.  1942. 

(F.  R.  Doc.  42-5208;  Plied,  June  3,  1942; 
12:41  p.  m.] 


TITLE  36— PARKS  AND  FORESTS 
Chapter  I — National  Park  Service 
Part  2 — General  Rules  Aim  Regulations 

WASHINGTON  MONUMENT,  ELEVATOR  FEES 

Pursuant  to  the  authority  contained  in 
the  act  of  August  25,  1916  (39  Stat.  535; 
16  U.S.C.  3) ,  §  2.55  (h)  of  Part  2,  Title 
36,  Code  of  Federal  Regulations,  is 
amended  by  adding  a  new  subparagraph 
(3)  reading  as  follows: 

§2.55  Fees.  •  •  • 

(h)  Elevator  fees.  *  •  • 

(3)  A  fee  of  ten  cents  shall  be  charged 
each  person  using  the  elevator  in  the 
Washington  Monument,  except  children 
16  years  of  age.  or  imder,  or  groups  of 
school  children  18  years  of  age,  or  under, 


when  accompanied  by  adults  assuming 
responsibility  for  their  safety  ajid  orderly 
conduct.  (39  Stat.  535;  16  U.S.C.  3) 

Approved:  May  18,  1942. 

[seal]  Harold  L.  Ickes, 

Secretary  of  the  Interior. 

(F.  R.  Doc.  42-5219;  Filed,  Jvme  4,  1942; 
9:30  a.  m.] 


TITLE  47— TELECOMMUNICATION 

Chapter  I — Federal  Communications 
Commission 

Part  7 — Rules  Governing  Coastal  and 
Marine  Relay  Services 

transmission  to  FIXED  POINTS 

The  Commission  on  June  2,  1942,  ef¬ 
fective  immediately,  amended  §  7.26 
Transmission  to  fixed  points  as  follows: 

§  7.26  Transmission  to  fixed  points. 
(a)  Upon  application,  a  coastal  station 
open  to  public  correspondence  may  be 
authorized  to  transmit  press,  meteoro¬ 
logical.  and  marine  navigational  infor¬ 
mation  secondarily  to  designated  fixed 
points,  whenever  the  same  information  is 
transmitted  by  the  coastal  station  simul¬ 
taneously  and  primarily  to  maritime  mo¬ 
bile  stations:  Provided,  A  sufficient  need 
for  such  authorization  is  ^own  to  exist. 

(b)  Upon  application,  a  coastal  sta¬ 
tion  open  to  public  correspondence  may 
be  authorized  to  communicate  regularly 
with  duly  authorized  provisional  stations 
on  board  vessels  which  are  stranded  or 
indefinitely  moored  at  locations  where 
other  radio  or  wire  communication  fa¬ 
cilities  are  not  available:  Provided.  That 
a  sufficient  need  for  such  authorization 
is  shown  to  exist  and  that  priority  is  given 
at  all  times  to  communication  with  prop¬ 
erly  licensed  ship  stations.  (Sec.  4  (i), 
48  Stat.  1068;  47  U.S.C.  154  (i)) 

By  the  Commission. 

[seal]  T.  J.  Slowie, 

Secretary. 

(F.  R.  Doc.  42-5235;  FUed.  June  4.  1942; 

10:56  a.  m.] 


Part  11 — Rules  Governing  Miscellane¬ 
ous  Radio  Services 

provisional  stations 

The  Ciommission  on  June  2, 1942,  effec¬ 
tive  immediately,  amended  §  11.23  Pro¬ 
visional  station,  and  §  11.122  Frequen¬ 
cies,  as  follows: 

§  11.23  Provisional  station.  A  provi¬ 
sional  station  means  a  station  operating 
in  the  intermittent  service  for  commu¬ 
nications  relative  to  the  safety  of  life 
or  property,  or  communications  which 
are  of  practical  necessity  in  connection 
with  projects  of  benefit  to  the  public 
welfare. 

§  11.122  Frequencies,  (a)  The  fol¬ 
lowing  frequencies  are  allocated  for  use 
by  provisional  stations  and  are  available 
for  type  A-1,  A-2,  and  A-3  emission  and 
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special  emission  for  frequency  modula¬ 
tion: 


31020  kilocycles 
31180  kilocycles 
31540  kilocycles 
33460  kilocycles 
33620  kilocycles 


35460  kilocycles 
37140  kilocycles 
30140  kilocycles 
39540  kilocycles 


(b)  Upon  proper  showing  of  need,  the 
Commission  may  authorize  the  use-  of 
one  or  more  additional  frequencies  for 
use  by  provisional  stations,  with  appro¬ 
priate  emission  and  power,  upon  the  con¬ 
dition  that  interference  will  not  be  cause 
to  any  other  service  and  under  such 
restrictions  as  may  be  deemed  necessary. 

The  Commission  also  adopted  the  fol¬ 
lowing  new  sections: 

§  11.123  Scope  of  service.  A  provi¬ 
sional  station  is  authorized  to  engage  in 
communications  pertaining  to  the  safety 
of  life  or  property;  provided,  that  upon 
proper  showing  of  need,  a  provisional 
station  may  be  authorized,  on  a  second¬ 
ary  basis,  to  engage  in  other  essential 
communications  under  restrictions  and 
conditions  set  forth  in  the  instrument 
of  authorization. 


§  11.124  Conditions  of  service,  (a) 
The  licensee  of  a  provisional  station, 
upon  reasonable  demand  by  any  member 
of  the  public,  shall  provide  such  commu¬ 
nication  as  is  permitted  within  the  scope 
of  service  defined  in  §  11.123  and  within 
the  limitations  of  the  station  license  and 
the  radio  communication  facilities  avail¬ 
able. 

(b)  Provisional  stations  shall  not 
operate  as  common  carriers  of  commu¬ 
nication  for  hire.  However,  licensees  of 
provisional  stations  may  accept  contribu¬ 
tions  to  capital  and  operating  expenses 
from  others  who,  under  the  Commission’s 
rules,  would  be  eligible  as  licensees  for 
provisional  stations,  for  the  cooperative 
use  of  these  stations  on  a  cost-sharing 
basis:  Provided,  That  contracts  for  such 
cooperative  use  are  submitted  to  the  Com¬ 
mission  30  days  prior  to  the  effective  date 
thereof  and  that  said  contracts  are  not 
disapproved  by  the  Commission. 

§  11.125  Power.  A  power  exceeding 
50  watts  will  not  be  authorized  for  pro¬ 
visional  stations,  except  in  cases  where 
the  applicant  makes  an  adequate  techni¬ 
cal  showing  that  because  of  exceptional 
conditions  a  power  of  50  watts  is  insuffi¬ 
cient  to  pro^de  satisfactory  comihuni- 
cation. 

§  11.126  Avoidance  of  interference. 
Provisional  stations  shall  take  all  rea¬ 
sonable  precautions,  including  listening 
tests,  to  avoid  unnecessary  interference 
to  the  service  of  another  station.  (Sec. 
4  (1),  48  Stat.  1068;  47  U.S.C.  154  (D  — 
sec.  303  (b),  48  Stat.  1082;  47  U.S.C. 
303  (b) ) 


By  the  Commission. 

[seal]  T.  J.  Slowie, 

Secretary. 

|P.  R.  Doc.  42-5236;  Filed,  June  4,  1942; 
10:56  a.  m.] 


[Order  No.  100] 

DEPRECIATION  RATE  REPORTS 

At  a  meeting  of  the  Federal  Communi¬ 
cations  Commission  held  at  its  offices  in 

No.  110 - 5 


Washington,  D.  C.  on  the  second  day  of 
June.  1942, 

The  Commission  having  under  con¬ 
sideration  the  matter  of  annual  deprecia¬ 
tion  rates  of  common  carriers  by  wire 
or  radio  subject  to  the  Communications 
Act  of  1934,  as  amended;  and 

It  appearing,  that  the  Commission 
should  be  kept  informed  as  to  the  annual 
depreciation  rates  of  all  such  carriers; 

It  is  ordered,  Tliat  each  and  every  com¬ 
mon  carrier  by  wire  or  radio  subject  to 
the  Communications  Act  of  1934,  as 
amended,  shall,  within  ten  days  of  the 
date  of  service  of  this  Order,  supply  to 
the  Commission  the  following  inJforma- 
tion: 

(1)  All  changes  made  by  the  carrier 
since  December  31,  1941,  in  the  annual 
depreciation  rates  applied,  actually  or  in 
effect,  to  the  respective  balances  in  its 
several  plant  accounts  to  arrive  at  the 
amounts  of  the  monthly  depreciation 
charges  recorded  in  its  accounts. 

(2)  With  respect  to  each  composite 
and  component  depreciation  rate  changed 
since  December  31,  1941,  the  clsiss  or 
subclass  of  plant  to  which  applicable, 
the  date  or  dates  of  eacli  such  change, 
the  rate  in  effect  immediately  before  and 
after  each  such  change,  and  the  basis 
for  each  such  change. 

It  is-  further  ordered,  That  each  and 
every  common  carrier  by  wire  or  radio 
subject  to  the  Communications  Act  of 
1934,  as  amended,  shall,  with  respect  to 
any  future  change  in  its  annual  deprecia¬ 
tion  rates,  and  at  least  thirty  (30)  days 
in  advance  of  each  such  change,  furnish 
the  Commission  with  the  same  kind  of 
information  concerning  such  change  as 
that  ordered  to  be  furnished  in  para¬ 
graph  numbered  (2)  above. 

It  is  further  ordered.  That  a  copy  of 
this  order  shall  be  serv^  upon  each  and 
every  common  carrier  by  wire  or  radio 
subject  to  the  Communications  Act  of 
1934,  as  amended. 

By  the  Commission. 

[seal]  T.  J.  Slowie, 

Secretary. 

[F.  R.  Doc.  42-5234;  FUed,  June  4,  1942; 

10:56  a.  m.] 


TITLE  5a-WILDLlFE 
Chapter  I — Fish  and  Wildlife  Service 
Part  91 — Alaska  Game  Regulations 

POSSESSION  AND  TRANSPORTATION  OF  GAME 
ANISIALS  BY  NONRESIDENTS 

Pursuant  to  the  authority  and  direc¬ 
tion  contained  in  section  10  of  the 
Alaska  Game  Law  of  January  13,  1925 
(43  Stat.  739),  as  amended  by  acts  of 
February  14,  1931,  46  Stat.  1111;  June 
25.  1938,  52  Stat.  1169,  and  October  10, 
1940,  54  Stat.  1103  (48  U.S.C.  198);  I. 
E.  K.  Burlew,  Acting  Secretary  of  the 
Interior,  upon  consultation  with  and  rec¬ 
ommendation  from  the  Alaska  Game 
Commission,  and  having  determined 
when,  to  what  extent,  and  by  what  means 
game  animals,  land  fur-bearing  animals, 
game  birds,  nongame  birds,  and  nests 
and  eggs  of  birds  may  be  taken,  pos¬ 
sessed,  transported,  bought,  or  sold  in 


Alaska,  in  accordance  with  such  deter¬ 
minations  do  hereby  amend  paragraph 
(c)  of  regulation  9  of  the  regulations 
respecting  game  animals,  land  fur-bear¬ 
ing  animals,  game  birds,  nongame  birds, 
and  nests  and  eggs  of  birds  in  Alaska 
(Circular  A(X;-19;  6  FM.  2913,  50  CFR 
91),  to  the  extent  herein  set  out.  and 
hereby  adopt,  effective  July  1,  1942,  said 
amended  regulation  as  a  suitable  regula¬ 
tion  permitting  and  governing  the  taking 
of  game  animals,  land  fur-bearing  ani¬ 
mals.  game  birds,  nongame  birds,  and 
nests  and  eggs  of  birds  in  Alaska: 

Regulation  9,  paragraph  (c)  (§  91.9), 
Possession  and  transportation  of  game 
animals  is  amended  to  read  as  follows: 

§  91.9  Possession  and  transportation 
of  game  animals.  •  •  • 

(c)  By  nonresident.  A  nonresident 
citizen  or  an  alien  who  is  the  holder  of 
a  valid  license  may  possess  and  trans¬ 
port  \Yithin  the  Territory,  or  export,  by 
express  or  freight  only,  when  legally 
taken  by  him,  not  to  exceed  in  the  ag¬ 
gregate  2  deer,  not  more  than  1  of  which 
shall  have  been  taken  west  of  longitude 
138®;  1  moose;  2  caribou;  2  mountain 
goats;  2  in  the  aggregate  of  large  brown 
and  grizzly  bears,  not  more  than  1  of 
which  shall  have  been  taken  on  Ad¬ 
miralty  Island  and  the  Kodiak- Afognak 
Islands  Group;  and  3  black  bears;  or  any 
part  of  such  animals.  Before  any  such 
animal  or  part  thereof  shall  be  exported, 
the  person  offering  it  for  export  shall 
first  deliver  to  the  transportation  agent 
at  the  point  of  shipment  his  affidavit 
that  he  has  not  violated  any  of  the  pro¬ 
visions  of  the  Alaska  Game  Law  or  the 
regulations  thereunder;  that  such  ani¬ 
mal  or  part  thereof  has  not  been  pur¬ 
chased  or  sold  and  is  not  being  shipped 
for  sale;  and  that  he  legally  killed  and 
is  the  owner  of  such  animal  or  part 
thereof.  If  the  shipment  consists  of  a 
large  brown  or  grizzly  bear  or  a  deer, 
or  part  thereof,  the  affidavit  must  show 
where  in  the  Territory  the  animal  was 
killed.  Such  affidavit  shall  accompany 
the  express  or  freight  bill  of  lading  to 
the  port  of  clearance,  there  to  be  taken 
up  and  promptly  transmitted  to  the 
Commission  by  the  collector  of  customs. 

In  testimony  whereof,  I  have  hereimto 
set  my  hand  and  caused  the  official  seal 
of  the  United  States  Department  of  the 
Interior  to  be  affixed  in  the  city  of  Wash¬ 
ington.  this  20th  day  of  May  1942. 

[seal]  E.  K.  Burlew, 

Acting  Secretary  of  the  Interior. 

[F.  R.  Doc.  42-5223;  Filed,  June  4.  1942; 

9:30  a.  m.] 


Notices 


DEPARTMENT  OF  THE  INTERIOR. 

Bituminous  Coal  Division. 

[No.  88] 

Applications  for  Registration  as 
Distributors 

An  application  for  registration  as  a 
distributor  has  been  filed  by  each  of  the 
following  and  is  under  consideration  by 
the  Acting  Director: 
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Date  application 

name  and  Address  ,  filed 

Brothers  Valley  Coal  Co..  214  Beerlts*  Bldg.,  Somerset,  Pa - - May  22.  1942 

W.  E.  Bryan  h  Co..  ( W.  E.  Bryan) ,  1306  Lynn  Street.  Parkersburg,  W.  Va . May  12,  1942 

Kentucky -Cumberland  Coal  Co.,  General  Bldg.,  Knoxville,  Tenn - May  20,  1942 

Maytaew  Coal  Co..  (J.  T.  Mayhew),  833  23d  St..  Ashland,  Ky - - May  28,  1942 

Pennsylvania  Coal  &  Coke  Corp.,  70  East  45th  St.,  New  York,  N.  T - May  28,  1942 

Seidel  Coal  &  Coke  Co.,  3916  Duncan  Ave.,  St.  Louis.  Mo - - May  25,  1942 

Shadyslde  Fuel  Co..  713  Second  Natl  Bank  Bldg.,  Unlontown,  Pa - May  22.  1942 

Thermal  Coal  Sales  Co.,  (R.  G.  Strand),  408  Johnstown  Bank  Trust  Bldg., 

Johnstown,  Pa _ _ _ May  16,  1942 

Weir  City  Coal  Co.,  (Ralph  C.  Wilson) ,  Box  7.  Pittsburg,  Kans - May  26,  1942 


In  General  Docket  No.  15  the  weighted 
average  cost  of  production  for  District 
16  was  determined  to  be  $2.5559  and  the 
weighted  average  cost  for  Price  Area  6 
was  found  to  be  $2.7389.  For  the  year 
ended  September  30,  1941  (first  full  year 
under  minimum  prices),  the  minimum 
price  realization  in  District  16  was  $2.62 
per  ton  and  the  actual  realization  was 
$2.67  per  ton.  Minimum  price  realiza¬ 
tion  for  Price  Area  6  for  the  same  period 
was  $2.66  and  the  actual  realization  was 
$2.76.  In  General  Docket  No.  21,  a  pro¬ 
ceeding  instituted  for  the  purpose, 
among  others,  of  determining  changes  in 
costs,  it  was  found  that  the  weighted 
average  cost  of  production  in  District 
16  was  $2.6312,  an  increase  of  7.53  cents 
per  ton  over  the  cost  determined  in 
General  Docket  No.  15.  The  weighted 
average  cost  of  production  for  Price  Area 
6  was  found  to  be  $2.8367,  an  increase  of 
9.78  cents  per  ton  over  General  Docket 
No.  15.*  Prom  these  figures  District 
Board  16  seeks  to  find  support  for  its 
request  for  temporary  relief,  claiming 
that  the  minimum  prices  do  not,  as  to 
District  16,  yield  a  "return  per  net  ton 
upon  all  the  coal  produced  therein’’ 
equal  to  "the  weighted  average  of  the 
total  cost  per  net  ton”  of  coal  produced 
in  Minimum  Price  Area  6  as  determined 
by  the  Acting  Director  in  General  Docket 
21  and  further  that  the  deficiency  in 
return  was  in  excess  of  the  15  cents  per 
ton  requested  as  temporary  relief  in  this 
proceeding.®  District  Board  16  further 
contended  that  it  was  threatened  with 
a  decrease  in  realization  because  of  the 
tendency  of  District  16  producers  to  in¬ 
crease  the  production  of  smaller  sized 
coal.  Another  threat  to  realization  was 
said  to  stem  directly  from  the  present 
war  situation.  It  was  said  that  if  the 
movement  of  truck  coal  is  restricted  (be¬ 
cause  of  the  tire  shortage),  a  substantial 
tonnage  of  the  coal  now  moving  by  truck 
to  markets  within  50  miles  from  the 
mine  at  prices  averaging  55  cents  per 
ton  more  than  the  average  on  rail  ship¬ 
ments  will  move  by  rail,  and  this  elim¬ 
ination  of  truck  movements,  it  is  antici¬ 
pated,  will  decrease  realization  in  Dis¬ 
trict  16  by  approximately  14,18  cents 
per  ton. 

The  relief  requested.*  The  relief  re¬ 
quested  is  the  increase  in  the  present 
effective  minimum  prices  for  all  the  coal 
produced  in  District  16  by  15  cents  per 


Any  district  board,  code  member,  dis¬ 
tributor,  the  Consumers’  Counsel,  or  any 
other  interested  person,  who  has  perti¬ 
nent  Information  concerning  the  eligi¬ 
bility  of  any  of  the  above-named  appli¬ 
cants  for  registration  as  distributors 
under  the  provisions  of  the  Bituminous 
Coal  Act  and  the  Rules  and  Regulations 
for  the  Registration  of  Distributors,  is 
invited  to  furnish  such  information  to 
the  Division  on  or  before  July  6,  1942. 
This  information  should  be  mailed  or 
presented  to  the  Bituminous  Coal  Divi¬ 
sion,  734  15th  Street  NW..  Washington, 
D.  C. 

Dated:  June  3,  1942. 

[seal]  Dan  H.  Wheeler, 

Acting  Director. 

(P.  R.  Doc.  42-5232;  Piled,  June  4.  1942; 

10:51  a.  m.] 


District  Board  No.  16 
[Docket  No,  A-12991 

MEMORANDUM  OPINION  AND  ORDER  DENYING 
TEMPORARY  RELIEF 

In  the  matter  of  the  petition  of  the 
Bituminous  Coal  Producers  Board  for 
District  No.  16,  for  temporary  relief 
pending  final  decision  in  Docket  21,  un¬ 
der  section  4  II  (a)  and  (d)  of  the  Bitu¬ 
minous  Coal  Act  of  1937. 

This  proceeding  was  instituted  upon  a 
petition  filed  with  the  Bituminous  Coal 
Division  by  District  Board  No.  16.  The 
original  petition  filed  on  February  2, 
1942,  requests  the  amendment  of  the 
Schedule  of  Effective  Minimum  Prices  for 
District  No.  16  for  All  Shipments  so  as 
to  increase  all  prices,  with  certain  few 
exceptions,  15  cents  per  ton.  The  origi¬ 
nal  petition  represents  that:  (1)  the 
average  realization  of  code  members  in 
District  No.  16  from  October  1,  1940,  to 
September  30,  1941,  does  not  equal  the 
weighted  average  cost  of  Price  Area  No. 
6  as  determined  in  General  Docket  No. 
15;  (2)  the  average  realization  for  code 
members  in  District  No.  16  from  October 
1,  1940,  to  September  30,  1941,  was  less 
than  the  weighted  average  cost  per  ton 
for  Price  Area  No.  6  as  determined  in 
General  Docket  No.  21;  (3)  the  reason 
for  the  failure  of  minimum  prices  to 
achieve  the  realization  anticipated  is  the 
increase  in  the  proportion  of  small  sizes 
now  being  purchased  by  consumers  in  the 
market  aresis  served  by  code  members 
In  District  16;  and  (4)  the  present  mini¬ 
mum  prices  fail  to  effectuate  the  pur¬ 
poses  of  section  4  II  (b)  of  the  Act  and 
temporary  relief  is  needed  until  a  final 
decision  is  arrived  at  in  General  Docket 
No.  21.  A  supplemental  petition  filed 
on  February  28,  1942,  based  upon  the 


Findings  of  Fact,  Conclusions  of  Law, 
and  Opinion  of  the  Acting  Director  in 
General  Docket  No.  21  and  upon  a  com¬ 
pilation  prepared  by  the  Division  en¬ 
titled  “Preliminary  Summary  of  Mine 
Realization  for  Shipments  of  Bituminous 
Ck)al  During  the  12  Months  Period  End¬ 
ing  September  30,  1941”  sets  out  that  as 
to  Price  Area  No.  6  the  present  minimum 
prices  do  not  yield  a  return  per  net 
ton  upon  the  entire  tonnage  of  the  min¬ 
imum  price  area  approximating  the 
weighted  average  of  the  total  cost  per 
net  ton.  and  that  such  deficiencies  in  re¬ 
turn  are  in  excess  of  the  15  cents  per  net 
ton  requested  as  temporary  relief  in  this 
proceeding. 

An  informal  conference  was  held  on 
April  17,  1942,  at  a  hearing  room  of  the 
Division  in  Washington,  D.  C.  Due  notice 
was  given  to  all  interested  persons.  Dis¬ 
trict  Boards  Nos.  7  and  16  and  Bitumi¬ 
nous  Coal  Consumers’  Counsel  appeared 
On  May  9,  1942  a  supplemental  petition 
was  filed  asking  immediate  relief  and 
directing  the  attention  of  the  Acting  Di¬ 
rector  to  additional  testimony  introduced 
in  support  of  the  petition  for  temporary 
relief  in  General  Docket  No.  21,  with 
which  Docket  No.  A-1299  has  been  con¬ 
solidated.  The  testimony  has  been  con¬ 
sidered,  as  well  as  the  additional  objec¬ 
tions  to  such  relief  brought  out  by 
Consumers’  Counsel  in  the  course  of 
cross-examination. 

STATEMENT  OF  FACTS  AND  OPINION 

District  16,  which  is  one  of  the  three 
districts,  comprising  Minimum  Price  Area 
No.  6,  embodies  the  coal  producing  coun¬ 
ties  of  Adams,  Arapahoe,  Boulder,  Doug- 
■  las,  Elbert,  El  Paso,  Jackson,  Jefferson, 
Larimer,  and  Weld  in  the  State  of  Colo¬ 
rado.  The  annual  production  of  bitu¬ 
minous  coal  in  District  16  for  the  year 
1941  amounted  to  about  1,725,000  tons. 
Over  two-thirds  of  this  tonnage  is  sold 
for  shipment  by  rail. 

The  background  of  this  proceeding. 
'The  facts  advanced  in  support  of  the 
requested  relief  were  those  given  by 
Albert  Vogl  and  Prank  A.  Wachob,  repre¬ 
sentatives  of  District  Board  16.*  In  sub¬ 
stance,  the  contentions  advanced  in 
support  of  the  relief  are  as  follows:  A 
considerable  portion  of  the  mines  in  Dis¬ 
trict  16  have  not  for  some  time  realized 
the  weighted  average  cost  of  the  price 
area;  several  of  the  mines  in  the  district 
are  not  realizing  their  individual  costs; 
and  several  of  the  mines  In  the  district 
are  not  realizing  the  weighted  average 
cost  of  the  district. 


*  In  addition  to  the  statements  made  at  the 
Informal  conference,  a  formal  statement  was 
Introduced  In  the  record  of  the  conference 
on  behalf  of  District  Board  16. 


*A  study  made  by  the  district  board  of 
the  actual  realization  for  21  mines  in  District 
16  for  the  first  year  under  minimum  prices 
reveals  that  8  of  those  mines  producing 
983,117  tons  had  an  average  realization  of 
less  than  $2.6312  (the  weighted  average  cost 
of  District  16  found  by  the  Acting  Director 
In  General  Docket  No.  21),  and  6  mines  with 
a  production  of  466,567  tons  had  a  realiza¬ 
tion  of  less  than  $2.8367  (the  weighted  av¬ 
erage  cost  of  Price  Area  6,  as  found  by  the 
Acting  Director  in  General  Docket  No.  21), 
although  it  was  in  excess  of  the  price  area's 
weighted  average  cost. 

*The  difference  between  Price  Area  6’8 
weighted  average  cost  as  determined  In  Gen¬ 
eral  Docket  No.  21  and  minimum  price  real¬ 
ization  for  the  first  full  year  under  minimum 
prices  is  17.67  cents  per  ton. 

*It  is  prc^>06ed  that  the  requested  increase  o 
apply  to  both  raU  and  truck  shipped  coal. 
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ton,  except  (1)  that  produced  in  Subdis¬ 
trict  9,  (2)  that  produced  by  the  Leyden 
Coal  Company  and  delivered  to  the  Den¬ 
ver  Tramway  Company,  and  (3)  that 
sold  £is  railroad  locomotive  fuel. 

The  reasons  for  not  requesting  any 
Increase  for  Subdistrict  9  coals,  which 
are  not  in  competition  with  the  coals  of 
any  of  the  other  subdistricts  within  the 
District,  is  that  its  coals,  for  the  most 
part,  are  sold  in  Colorado  Springs,  where 
it  must  meet  competition  from  District 
17.  Since  any  increase  in  its  prices 
while  those  of  District  17  went  un¬ 
changed  would  react  unfavorably  upon 
its  competitive  position,  it  is  not  pro¬ 
posed  to  increase  the  prices  of  this  coal. 

The  coal  sold  ^he  Denver  Tramway 
Cmnpany  is  obtained  from  a  wholly- 
owned  subsidiary,  the  Leyden  Coal  Com¬ 
pany,  and  is  at  present  covered  by  a 
special  exception.  The  affiliation  be¬ 
tween  these  two  companies  rules  out  any 
competition  for  the  business  of  the  Den¬ 
ver.  Tramway  Company.  Consequently, 
the  15  cents  difference  in  price  will  have 
no  effect  upon  the  competitive  oppor¬ 
tunities  of  the  other  mines  in  the  Dis¬ 
trict. 

The  only  railroad  using  District  16 
coals  for  locomotive  fuel  has  available 
to  it  other  sources  of  supply.  Unless 
prices  are  advanced  uniformly  for  all 
the  districts  in  which  this  railroad  pur¬ 
chases  coal,  the  mines  in  District  16 
would  be  placed  at  a  serious  competitive 
disadvantage. 

Positions  of  the  parties.  The  District 
Board’s  petition  requesting  relief  was  not 
opposed  by  any  code  member  in  the  dis¬ 
trict  nor  by  any  district  board.  In  fact, 
the  District  Boards  for  Districts  17,  18, 
and  19  expressly  stated  that  they  did  not 
oppose  the  granting  of  the  requested 
relief. 

The  only  opposition  to  the  relief  was 
that  entered  by  the  Bituminous  Coal 
Consumers’  Counsel,  who  opposed  the 
relief  on  several  grounds:  To  grant  tem¬ 
porary  relief  to  one  district  would  be  an 
unjustifiable  discrimination  against 
other  districts  and  against  the  consum¬ 
ers  of  District  16  coal;  if  any  discrepan¬ 
cies  based  upon  a  single  geographical  re¬ 
gion  were  to  be  corrected,  such  a  discrep¬ 
ancy  should  be  one  as  between  price  area 
cost  and  price  area  realization  and  not 
as  between  district  realization  and  price 
area  cost;  the  realization  figures  show 
actual  realization  for  District  16  to  be 
higher  than  the  costs;  there  is  no  justi¬ 
fication  for  the  various  exceptions  to  the 
blanket  increase  requested;  and  the  re¬ 
lief  is  premature  for  issues  involved  here 
should  be  determined  in  General  Docket 
No.  21. 

The  merits  of  the  petition.  Recently, 
in  a  similar  proceeding,*  I  said  that 
“where  a  need  for  the  revision  of  mini¬ 
mum  prices  is  necessary  to  satisfy  the 
standards  of  the  Act,  serious  considera¬ 
tion  must  be  given  to  the  granting  of  re¬ 
lief  as  soon  as  practicable.  'The  sugges- 


*  See  Memorandum  Opinion  and  Order 
Granting  Temporary  Relief  in  Docket  No. 
A-1360  (April  27,  1942). 


tion  that  revision  of  prices  should  await 
the  final  outcome  of  the  second  phase  of 
General  Docket  No.  21  •  is  tantamount  to 
saying  that  satisfaction  of  the  statutory 
standards  should  be  delayed  even  if  no 
reason  therefor,  other  than  purely  pro¬ 
cedural,  is  shown.  I  believe  that  in  an 
appropriate  case  a  4  n  (d)  petition  lies 
to  revise  minimum  prices  in  order  to  re¬ 
flect  costs  where  costs  have  been  deter¬ 
mined.  This  would,  of  course,  be  so 
whether  the  change  necessary  was  an 
upward  or  downward  revision.” 

The  application  of  these  same  prin¬ 
ciples  here  leads  to  a  denial  of  the  re¬ 
quested  relief.  Unlike  District  14,  Dis¬ 
trict  16  does  not  constitute  a  price  area; 
instead,  it  is  one  of  three  districts  con¬ 
stituting  a  price  area.  Whereas  in  Dis¬ 
trict  14  actual  realization  was  below  Gen¬ 
eral  Docket  No.  21  costs,  in  District  16 
actual  realization,  $2.67  per  ton,  is  almost 
4  cents  per  ton  over  General  Docket  No. 
21  costs.’ 

The  fact  that  realization  for  the  dis¬ 
trict  fails  to  equal  the  weighted  average 
cost  of  the  price  area  is  no  basis  for 
relief.*  The  Act  only  sets  up  the  re¬ 
quirement  that  prices  ^hall  be  set  so  as 
to  “yield  a  return  per  net  ton  for  each 
district  in  a  minimum  price  area  •  *  * 
equal  *  •  *  to  the  weighted  average 
of  the  total  costs,  per  net  ton  •  •  • 

[of  the]  minimum  price  area”  for  the 
prices  proposed  by  each  district  board 
as  a  basis  for  coordination. 

Section  4  n  (b),  which  governs  the 
coordination  process,  provides,  however, 
that: 

“The  minimum  prices  proposed  as  a 
result  of  such  coordination  shall  not,  as 
to  any  district,  reduce  or  increase  the  re¬ 
turn  per  net  ton  upon  all  the  coal  pro¬ 
duced  therein  below  or  above  the  min¬ 
imum-return  as  provided  in  subsection 
(a)  of  this  section  by  an  amount  greater 
than  necessary  to  accomplish  such  co¬ 
ordination,  to  the  end  that  the  return 
per  net  ton  upon  the  entire  tonnage  of 
the  minimum  price  area  shall  approxi¬ 
mate  the  weighted  average  of  the  total 
cost  per  net  ton  of  the  tonnage  of  such 
minimum  price  area.” 

As  was  stated  in  General  Docket  No. 
15:  • 

‘"The  purpose  of  these  provisions  is 
clear.  The  dominant  realization  stand¬ 
ard  of  the  Act,  the  ‘end’  to  which  the 
prices  are  directed,  is  that  the  realization 
per  net  ton  for  each  minimum  price  area 


*The  second  phase  of  General  Docket  21 
will  be  concerned  with  the  changes  to  be 
effected  in  minimum  prices  by  virtue  of  the 
changes  In  cost  heretofore  determined.  The 
hearing  is  now  in  progress. 

'  District  16  minimum  price  realization  was 
only  1.12  cents  below  General  Docket  No.  21 
costs. 

» Price  Area  S’s  General  Docket  No.  21  costs 
were  determined  to  be  92.8367,  or  almost  17 
cents  above  District  16  actual  realization. 

*In  the  Matter  of  the  Establishment  of 
Minimum  Prices  and  Marketing  Rules  and 
Regulations:  Findings  of  Fact,  Conclusions 
of  Law,  and  Order  of  the  Director;  General 
Docket  No.  15,  p.  42. 


shall,  consistently  with  the  requirements 
of  coordination,  approximate  the 
weighted  average  cost  of  the  minimum 
price  area.”  (Emphasis  added.) 

The  complaint  that  district  realization 
fails  to  equal  price  area  costs  is  not  a 
new  one.  In  General  Docket  No.  15 
prices  which  did  produce  such  a  result 
were  deliberately  established  and  ap¬ 
proved.  Exceptions  taken  to  this  were 
disposed  of  as  follows  (page  42,  Findings 
of  Pact,  Conclusions  of  Law,  and  Order  of 
the  Director  in  General  Docket  No.  15) : 

“But  Congress  did  not  contemplate 
that  finally  the  realization  for  each  dis¬ 
trict  would  really  correspond  to  the  cost 
of  the  price  area.  The  districts  differ 
markedly  in  weighted  average  costs  both 
from  each  other  and  from  the  price  area. 
In  providing  that  the  4  n  (a)  prices, 
which  were  important  primarily  as  set¬ 
ting  up  relationships  between  coals, 
should  have  a  realization  to  each  district 
corresponding  to  the  cost  of  the  price 
area.  Congress  was  merejy  outlining  a 
mechanics  of  initiating  the  coordination 
process,  with  its  considerable  changes 
from  the  4  II  (a)  prices,  at  such  a  level 
as  to  facilitate  consummation  of  coordi¬ 
nation  with  the  realization  of  each  min¬ 
imum  price  area  approximating  the  cost 
of  the  price  area.” 

And  in  Sunshine  Anthracite  Coal  Co. 
V.-  Adkins,  310  U.  S.  381,  the  Supreme 
Court  recognized  that  the  dominant 
realization  standard  is  that  the  return 
per  net  ton  for  each  minimum  price  area 
is  equal  to  the  weighted  average  cost  of 
the  minimum  price  area. 

It  is  thus  clear  that  there  is  nothing  in 
a  discrepancy  between  district  realiza¬ 
tion  and  price  area  cost  upon  which  to 
base  a  claim  that  present  minimum 
prices  fail  to  effectuate  the  purposes  of 
the  Act.  Such  claim  can  be  based  only 
upon  a  discrepancy  between  price  area 
cost  and  price  area  realization  and  then 
only  if  such  discrepancy  is  not  justified 
by  the  necessities  of  coordination.  This 
petition  speaks  plainly  in  district  terms 
and  not  in  price  area  terms.’® 

Furthermore,  there  is  nothing  in  the 
facts  to  indicate  that  any  irreparable 
harm  will  be  done  the  producers  in  Dis¬ 
trict  No.  16  by  a  delay  in  establishing 
prices.  Actual  realization  in  the  district 
based  on  invoice  prices  is  almost  4  cents 
above  weighted  average  costs  as  deter¬ 
mined  in  General  Docket  No.  21;  mini¬ 
mum  prices,  while  below  weighted  aver¬ 
age  costs  for  the  district  by  a  little  more 
than  one  cent,  depart  far  less  from  such 
costs  than  did  many  of  the  district  prices 
established  in  General  Docket  No.  15 
from  the  costs  of  such  districts. 

The  argument  that  temporary  relief 
should  be  given  because  actual  realiza- 


•*The  fact  that  the  other  districts  in  the 
price  area  make  no  objection  to  these  tem¬ 
porary  prices  does  not  affect  the  fact  that  the 
petition  is  primarily  one  based  upon  district 
needs  rather  than  upon  price  area  needs,  as 
witnessed  by  the  exception  made  where  there 
is  competition  with  other  districts  within 
the  price  area. 
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tion  falls  below  that  anticipated  for  the 
district  in  General  Docket  No.  15  does 
not  merit  serious  consideration.”  Esti¬ 
mates  in  that  docket  were  based  upon 
the  then  existing  facts.  If  there  has 
been  a  change  in  conditions,  such  as  the 
incresised  use  of  small  sizes,  which  has 
resulted  in  realization  falling  below  ex¬ 
pectations,  consideration  should  be  given 
to  such  factors  in  coordinating  prices, 
but  such  variation  does  not  by  itself  show 
any  necessity  for  immediate  relief. 

Of  little  more  weight  is  the  argument 
that  certain  mines  fail  to  realize  price 
area  costs.  If  this  argument  is  unten¬ 
able  when  made  in  terms  of  the  district 
it  becomes  even  more  so  when  phrased 
in  terms  of  individual  mines.  Moreover, 
as  to  many  of  these  mines  there  is  no 
claim  made  of  any  failure  to  realize  in¬ 
dividual  costs. 

The  other  reasons  urged  by  the  dis¬ 
trict  boards  for  temporary  relief,  such  as 
the  tendency  of  minimums  to  become 
maximums  in  the  case  of  industrial  sizes, 
or  the  anticipated  decline  in  truck  sales, 
are  all  factors  to  be  given  serious  con¬ 
sideration  in  the  final  establishment  of 
prices  in  General  Docket  No.  21  but  do  not 
by  themselves  Justify  the  temporary 
relief  requested. 

For  the  foregoing  reasons,  I  conclude 
that  no  reasonable  showing  of  necessity 
has  been  made  for  the  granting  of  the 
temporary  relief  requested. 

Now,  therefore,  it  is  ordered.  That  the 
prayer  for  temporary  relief  contained  in 
the  petition  filed  herein  be,  and  the  same 
hereby  is,  denied. 

Dated:  June  3,  1942. 

(sealI  Dan  H.  Wheeler, 

Acting  Director. 

[P.  R.  Doc.  42-6237;  PUeu,  June  4.  1942; 

10:51  a.  m.j 


District  Boards  in  Price  Areas  1, 2,  and  3 

[Dockets  NOS.  A-1422,  A-1423.  A-1424] 

MEMORANDUM  ONINION  AND  ORDER  DENYING 
TEMPORARY  RELIEF 

In  the  matter  of  the  petition  of  district 
boards  in  Minimum  Price  Areas  1,  2,  and 
3  for  a  premliminary  or  temporary  and 
permanent  order  for  an  increase  in  the 
minimum  prices  for  coals  produced  in 
said  districts. 

This  proceeding  was  instituted  by  a 
petition  fil^  by  District  Board  No.  11, 
in  Docket  No.  A-1422,  on  April  21,  1942, 
and  by  petitions  filed  by  District  ^ards 
1,  2,  3,  4,  5,  6,  and  8,  in  Docket  No. 
A-1423,  and  by  District  Board  No.  9,  in 
Docket  No.  A-1424,  on  April  22,  1942. 
The  petitions  request  that  a  temporary 
order  be  issued  increasing  the  effective 
minimum  prices  of  the  coals  of  all  code 
members  in  Minimum  Price  Areas  1,  2, 
and  3  in  the  amount  of  20  cents  per  net 
ton  for  shipment  into  all  market  areas.  * 


*  Although  the  petitions  in  Dockets  Nos. 
A-1422  and  A-1424  are  almost  Identical,  the 
former  one  filed  on  behalf  of  District  11  seeks 
a  20  cents  per  ton  increase  for  the  coals  of 
code  members  in  only  Minimum  Price  Areas 
1  and  2. 

”  The  anticipated  realization  for  District 
16  was  $2.75  per  ton. 


Minimum  Price  Area  1  is  composed  of 
the  coal-producing  sections  of  ^nnsyl- 
vanla,  Ohio,  Michigan,  Virginia,  West 
Virginia,  the  eastern  portion  of  Ken¬ 
tucky,  the  northern  portion  of  Tennessee, 
and  North  Carolina.  ' 

Minimum  Price  Area  2  is  composed  of 
the  coal-producing  sections  of  western 
Kentucky,  Illinois,  Indiana,  and  Iowa. 

Minimum  Price  Area  3  is  composed  of 
the  coal -producing  sections  of  Alabama, 
Georgia,  and  the  southern  portion  of 
Tennessee.* 

Petitions  of  intervention  in  Docket  No. 
A-1422  were  filed  by  District  Boards  Nos. 
7,  9,  10,  and  12.  In  Docket  No.  A-1423, 
petitions  of  intervention  were  filed  by 
District  Boards  Nos.  7,  9,  10  and  13.  In 
Docket  No.  A-1424,  petitions  of  interven¬ 
tion  were  filed  by  District  Boards  Nos.  7, 
11,  and  12. 

Available  figures  for  Minimum  Price 
Areas  1,  2,  and  3  show  the  following  com¬ 
parison  between  (1)  the  costs  that  were 
used  as  a  basis  for  the  minimum  prices 
established  in  General  Docket  No.  15, 
(2)  the  costs  determined  in  General 
Docket  No.  21  and  (3)  the  realization 
that  would  have  been  secured  if  coal, 
sold  during  the  first  full  year  of  minimum 
prices,  had  all  moved  at  the  established 
minimum  prices: 


Cost  per 
ton  used 
in  Gener¬ 
al  Docket 
No.  15  » 

Cost  per 
ton  found 
in  Gener¬ 
al  Docket 
No.  21  • 

Minimum 
price  real- 
ixation  for 
first  year 
under  mini¬ 
mum  prices* 

Minimum  Price  Area 

1 . 

$2. 1284 

$2.2503 

$2.05 

Minimum  Price  Area 

2 . 

1.7622 

1.7725 

1.73 

Minimum  Price  Area 

3 . 

2.4382 

Z78 

2.43 

*  See  pp.  186  and  187,  Findings  of  Fact,  Conclusions  of 
Law  and  Opinion  of  the  Acting  Director,  dated  January 
27, 1942,  in  General  Docket  No.  21. 

*  General  Docket  No.  21  was  a  proceeding  instituted  by 
the  Bituminous  Coal  Division  for  the  purpose  of  deter¬ 
mining  for  the  various  minimum  price  areas  the  extent  of 
change,  if  any,  in  excess  of  2  cents  per  net  ton  in  the 
weighted  average  costs  heretofore  determined  in  General 
Docket  No.  l.%  and  for  any  revision  thereof  as  may  be 
required  by  any  such  change  in  costs.  The  changes  in 
cost  have  been  determined  in  the  first  phase  of  the  hear¬ 
ing  by  Order  dated  April  13, 1942.  The  hearing  has  been 
reo|)ened  for  the  purpose  of  completing  the  second  phase 
thereof  by  making  the  nec(«sary  revisions. 

*  The  source  of  these  figures  is  the  Preliminary  Sum¬ 
mary  described  in  footnote  2. 

Although,  on  the  basis  of  this  compari¬ 
son,  the  realization  that  would  have  been 
secured  by  Minimum  Price  Area  1,  under 
the  minimum  prices  sought  to  be  revised, 
is  approximately  20  cents  per  ton  less 
than  its  costs  as  determined  in  General 
Docket  No.  21,  and  the  realization  that 
would  have  been  secured  by  Minimum 
Price  Area  3  is  approximately  32  cents 


*In  the  first  year  after  the  establishment 
of  effective  minimum  prices.  Minimum  Price 
Area  1  produced  approximately  342,000,000 
tons  of  coal.  Minimum  Price  Area  2  produced 
approximately  87,000,000  tons  of  coal,  and 
Minimum  Price  Area  3  produced  approxi¬ 
mately  16,000,000  tons  of  coal.  Thus  they 
comprise  the  largest  producing  area  of  bitu¬ 
minous  coal  in  the  country.  These  figures  ap¬ 
pear  in  the  Preliminary  Summary  of  Minimum 
Realization  on  Shipments  of  Bituminous  Coal 
During  the  12-Months’  Period  Ending  Sep¬ 
tember  30,  1941,  issued  by  the  Economics 
Branch  of  the  Bituminous  Coal  Division  under 
date  of  January  16,  1942. 


per  ton  less  than  its  costs  as  determined 
in  General  Docket  No.  21,  it  appears  that 
the  realization  that  would  have  been 
secured  by  Minimum  Price  Area  2  is 
only  approximately  4  cents  per  ton  less 
than  its  costs  as  determined  in  General 
Docket  No.  21  which,  in  turn,  are  only 
approximately  1  cent  per  ton  in  excess 
of  its  costs  as  determined  in  General  Doc¬ 
ket  No.  15.  Nevertheless,  it  is  contended 
by  the  petitioners  that  the  summary 
treatment  afforded  by  the  temporary 
relief  procedure  for  use  in  appropri¬ 
ate  cases  of  necessity  be  utilized  here, 
even  though  it  would  result  in  raising 
the  minimum  prices  at  which  consumers 
may  buy  coals  produced  in  Minimum 
Price  Area  2  to  a  level  some  15  cents 
per  ton  above  the  costs  determined  in 
General  Docket  No.  21.  Indeed,  Mini¬ 
mum  Price  Areas  1  and  3  affirmatively 
urge  that  the  raising  of  the  Minimium 
Price  Area  2  level  by  20  cents  per  ton 
must  accompany  the  raising  of  the  level 
for  Minimum  Price  Areas  1  and  3  and 
expressly  condition  the  request  for  an 
increase  in  their  own  prices  upon  the 
granting  of  a  similar  increase  for  Mini¬ 
mum  Price  Area  2.* 

Two  reasons  are  advanced  in  support 
of  the  claimed  propriety  of  obtaining,  by 
temporary  relief,  an  increase  of  20  cents 
per  ton  in  the  Minimum  Price  Area  2 
prices.  First,  it  is  claimed  that  the  pres¬ 
ent  weighted  average  costs  per  ton  for 
producing  coal  in  that  price  area  are  in 
excess  of  those  determined  in  General 
Docket  No.  21.  However,  figures  de¬ 
signed  to  support  this  claim  were  not  in¬ 
troduced  for  any  district  in  Price  Area 
2  except  District  11.  Secondly,  it  is  said 
that  increasing  the  prices  of  Minimum 
Price  Aresis  1  and  3  without  a  companion 
increase  in  the  prices  of  Minimum  Price 
Area  2  will  upset  the  existing  pattern  of 
coordination  to  the  competitive  prejudice 
of  producers  in  Minimum  Price  Areas  1 
and  3  in  that  they  will  be  disenabled, 
where  market  conditions  necessitate, 
from  offering  their  coal  for  sale  at  prices 
low  enough  to  compete  with  the  mini¬ 
mum  prices  for  coals  of  Minimum  Price 
Area  2. 

In  determining  whether  or  not  tempo¬ 
rary  relief  should  be  granted  in  accord¬ 
ance  with  the  petitions,  I  am  unable  to 
accept  the  contention  that  figures  lim¬ 
ited  to  District  No.  11  afford  an  adequate 
basis  for  a  conclusion  at  this  time  as  to 
the  extent  to  which  increases  have  oc¬ 
curred  in  Minimum  Price  Area  2,  as  a 
whole,  in  the  costs  as  determined  in  Gen¬ 
eral  Docket  No.  21.  Pursuant  to  section 
4  n  (b)  of  the  Act,  prices  were  to  be  pro- 


*  District  Board  7  did  not  itself  request  that 
the  relief  be  granted  because  It  did  not 
believe  that  the  code  members  In  District  7 
needed  temporary  relief.  It  did  not,  however, 
object  to  the  relief  being  granted  as  requested, 
provided  that  any  Increase  made  in  the  mini¬ 
mum  price  applicable  to  coals  produced  in 
that  district  be  made  equally  in  those  prices 
applicable  to  all  other  districts  for  shipment 
to  the  market  areas  in  which  the  coals  pro¬ 
duced  by  District  7  code  members  are 
marketed. 

District  13,  which  is  Minimum  Price  Area  3, 
was  represented  as  willing  to  forego  a  31  cent 
per  ton  Increase  in  favor  of  securing  the 
requested  20-cent  per  ton  increase  for  the 
purpose  of  securing  temporary  relief  herein. 
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posed  by  the  District  Boards  so  as  to 
yield  a  return  per  ton  equal,  as  nearly  as 
may  be,  to  the  weighted  average  of  the 
total  costs  of  the  tonnage  of  each  mini¬ 
mum  price  area.  So  far  as  Minimum 
Price  Area  2  is  concerned,  the  use  of  fig¬ 
ures,  however  reliable,  showing  increased 
costs  of  production  in  one  of  the  several 
districts  comprising  that  area  does  not 
provide  a  sufficient  basis  for  granting  an 
increase,  by  temporary  relief,  in  prices 
for  the  entire  Minimum  Price  Area. 

Similarly,  I  find  it  necessary  to  reject 
the  argument  that,  in  the  circumstances 
heretofore  discussed,  the  prices  of  Mini¬ 
mum  Price  Area  2  should  be  raised,  as 
a  matter  of  temporary  relief,  in  order 
to  eliminate  the  possibility  of  any  com¬ 
petitive  prejudice  whatsoever  to  the  pro¬ 
ducers  in  Minimum  Price  Areas  1  and  3. 

It  is  recognized  that  even  on  questions  of  , 
temporary  relief,  maintenance  of  the 
delicate  balance  of  the  relationships  es¬ 
tablished  in  General  Docket  No.  15  after 
careful  study  of  the  sensitive  competitive 
relationships,  is,  of  course,  of  vital  con-  I 
cern  to  the  effective  administration  of 
the  Coal  Act,  at  least  to  the  extent  that 
such  maintenance  is  of  immediate  con¬ 
cern  in  the  light  of  going  prices  on  the 
various  kinds,  qualities  and  sizes  of  coal 
for  shipment  into  the  various  market 
areas.  It  is  also  apparent  that  it  is  im¬ 
perative  to  a  realistic  achievement  of  the 
Congressional  program  of  minimum  price 
stabilization  that  the  minimum  prices  be 
sensitive  to  as  expeditious  adjustment  as 
possible  in  the  light  of  cost  changes. 

I  have  heretofore  accorded  such  expe¬ 
ditious  adjustment,  in  an  appropriate 
case,  by  the  granting  of  temporary  re¬ 
lief  in  Docket  No.  A-1360  by  Order  dated 
April  27,  1942,  providing  for  an  increase 
in  prices  for  District  14  coals.  The  relief 
sought  therein  was  limited  to  the  prices 
of  coals  of  the  Minimum  Price  Area  in 
which  the  costs  of  production  were  shown 
to  be  in  excess  of  the  realization  provided 
by  minimum  prices.  In  the  present  pro¬ 
ceeding,  however,  an  increase  is  sought 
not  only  for  Price  Areas  in  which  costs 
have  been  established  to  be  in  excess  of 
the  realization  provided  by  minimum 
prices,  but  also  for  a  Price  Area  in  which 
a  similar  lack  of  equivalence  between  cost 
and  realization  has  not  been  demon¬ 
strated.  In  such  a  situation,  the  desira¬ 
bility  of  expeditious  adjustment  of  mini¬ 
mum  prices  for  established  cost  changes 
together  with  a  maintenance  of  the  min¬ 
imum  price  relationships  between  Price 
Areas  established  in  General  Docket  No. 
15  must  be  carefully  weighed  in  the  light 
of  the  statutory  mandate  that  the  price 
stabilization  program  be  achieved  with 
“due  regard  to  the  interests  of  the  con¬ 
suming  public.”  Furthermore,  the  sec¬ 
ond  phase  of  General  Docket  No.  21,  de¬ 
voted  to  a  determination  of  the  adjust¬ 
ments  in  minimum  prices  that  should  be 
made  to  reflect  cost  changes,  may  be  ex¬ 
pected  to  proceed  expeditiously. 

A  careful  weighing  of  all  these  con¬ 
siderations  impels  me  to  the  conclusion 
that  the  requests  for  the  issuance  of  an 
order  providing  an  Increase  of  20  cents 
per  ton  in  the  minimum  prices  for  the 
coals  produced  in  Minimum  Price  Area  2 


must  be  denied.  Since  Minimum  Price 
Areas  1  and  3  have  conditioned  their  re¬ 
quests  upon  the  granting  of  a  20-cent 
per  ton  increase  in  the  Minimum  Price 
Area  2  level,  this  determination  compels 
the  entry  of  an  order  denying  the  peti¬ 
tions. 

I  express  no  opinion  upon  a  request  for 
such  alternative  form  of  temporary  re- 
leif  as  petitioners  may  determine  to  re¬ 
quest;  the  foregoing  opinion  is  strictly 
limited  to  a  denial  of  the  relief  as  re¬ 
quested.  Should  the  petitioners  see  fit, 
in  the  light  of  the  present  competitive 
sitUEltion  on  the  various  kinds,  qualities, 
and  sizes  of  coal  for  shipment  into  the 
various  market  areas,  to  modify  their  re¬ 
quests  for  temporary  relief  so  as  to  limit 
such  requests  to  increases,  for  the  various 
price  areas,  designed  to  accomplish  a 
realization  for  those  price  areas  not  in 
excess  of  their  established  costs,  such 
requests  will  of  course  receive  the  con¬ 
sideration  which  the  precise  condition¬ 
ing  of  the  present  petitions,  as  clarified 
at  the  conference,  was  apparently  in¬ 
tended  to  preclude. 

Nothing  contained  herain  is  intended  as 
the  expression  of  any  opinion  or  judg¬ 
ment  as  to  the  appropriate  method,  by 
which,  on  the  basis  of  the  record  to  be 
made  in  General  Docket  No.  21,  prices 
should  be  adjusted  in  the  light  of  the  cost 
equivalence,  coordination,  and  consumer 
protection  standards  of  the  Coal  Act, 

It  is  ordered,  therefore.  That  the  re¬ 
quests  of  petitioners  for  relief  in  Dockets 
Nos.  A-1422.  A-1423,  and  A-1424  be,  and 
the  same  hereby  are,  denied. 

Dated:  June  3,  1942. 

[seal]  Dan  H.  Wheeler, 

Acting  Director. 

[P.  R.  Doc.  42-5238;  Piled.  June  4,  1942; 

10:54  a.  m.) 


[Docket  No.  B-2211 

Lone  Star  Coal  Company,  Incorporated 

ORDER  granting  APPLICATION  FOR  RESTORA¬ 
TION  OF  CODE  MEMBERSHIP 

A  complaint  dated  January  15,  1942, 
having  been  duly  filed  on  January  17, 
1942,  by  the  Bituminous  Coal  Producers 
Board  for  District  No.  11,  complainant, 
pursuant  to  the  provisions  of  sections 
4  II  (j)  and  5  (b)  of  the  Bituminous  Coal 
Act  of  1937,  alleging  violation  by  Lone 
Star  Coal  Company,  Incorporated,  code 
member  in  District  No.  11,  of  the  Bitumi¬ 
nous  Coal  Code  or  rules  and  regulations 
thereunder;  and 

An  Order  based  upon  an  amended  ap- 
lication  filed  with  the  Bituminous  Coal 
Division  (the  “Division”)  by  said  Lone 
Star  Coal  Company,  Incorporated  for 
the  disposition  of  this  proceeding  with¬ 
out  formal  hearing,  pursuant  to  §  301.132 
of  the  Rules  of  Practice  and  Procedure 
before  the  Division,  having  been  entered 
herein  on  May  5, 1942,  revoking  and  can¬ 
celling  the  code  membership  of  said  Lone 
Star  Coal  Company,  Incorporated  effec¬ 
tive  twenty  (20)  days  from  the  date  of 
service  of  said  Order  upon  said  code 
member,  and  providing  that  prior  to  its 


restoration  to  membership  in  the  Code 
said  Lone  Star  Coal  Company,  Incorpo¬ 
rated  should  pay  to  the  United  States 
Government  a  tax  in  the  amount  of 
$461.32  as  provided  in  section  5  (c)  of 
the  Act;  and 

Said  Order  of  Revocation  and  Cancel¬ 
lation  dated  May  5,  1942,  having  been 
served  upon  said  code  member  on  May 
8, 1942;  and 

The  said  Lone  Star  Coal  Company,  In¬ 
corporated  having  filed  with  the  Divi¬ 
sion  on  May  27,  1942,  its  application  for 
restoration  of  its  code  membership;  and 

It  appearing  from  said  application  and 
other  information  in  the  possession  of 
the  Division  that  said  Lone  Star  Coal 
Company,  Incorporated,  on  May  13, 1942, 
paid  to  the  Collector  of  Internal  Rev¬ 
enue  at  Indianapolis,  Indiana,  the  sum 
of  $461.32,  pursuant  to  said  Order  dated 
May  5,  1942. 

Now,  therefore,  it  is  ordered.  That  the 
application  of  said  Lone  Star  Coal  Com¬ 
pany,  Incorporated,  filed  herein  on  May 
27, 1942,  for  restoration  of  its  code  mem¬ 
bership  be  and  the  same  is  hereby 
granted; 

It  is  further  ordered.  That  the  restora¬ 
tion  of  the  code  membership  of  said  Lone 
Star  Coal  Company,  Incorporated  shall 
become  effective  simultaneously  with  the 
effective  date  of  said  Order  Revoking  and 
Cancelling  its  code  membership. 

Dated:  June  3,  1942. 

[seal]  Dan  H.  Wheeler, 

Acting  Director. 

[P.  R.  Doc.  42^5239;  Piled.  June  4,  1942; 

10:55  a.  m.] 


[Docket  No.  B-129| 

R.  B.  Morphew,  Applicant 

ORDER  GRANTING  APPLICATION  FOR  RESTORA¬ 
TION  OF  CODE  MEMBERSHIP' 

A  written  complaint  dated  October  24, 
1941,  having  been  filed  on  October  30. 
1941,  by  the  Bituminous  Coal  Producers 
Board  for  District  No.  13,  complainant, 
pursuant  to  sections  4  II  (j)  and  5  (b) 
of  the  Bituminous  Coal  Act  of  1937  (the 
“Act”),  alleging  wilful  violation  by  R.  B. 
Morphew,  Natural  Bridge,  Alabama,  of 
the  Bituminous  Coal  Code  or  rules  and 
regulations  thereunder;  and 
An  Order,  after  hearing  on  the  said 
complaint,  having  been  issued  herein  on 
April  9,  1942,  revoking  the  code  mem¬ 
bership  of  the  said  R.  B.  Morphew,  ef¬ 
fective  fifteen  (15)  days  from  the  date 
of  said  Order,  and  said  Order  having  been 
duly  served  on  the  said  R.  B.  Morphew 
on  April  14,  1942;  and 
The  said  R.  B.  Morphew  having  filed 
with  the  Division  on  May  21,  1942,  his 
application  for  restoration  of  his  code 
membership  to  become  effective  simul¬ 
taneously  with  the  effective  date  of  said 
cancellation  and  revocation  of  his  code 
membership;  and 

It  appearing  from  said  application  and 
other  information  in  the  possession  of 
the  Division  that  the  said  R.  T.  Morphew 
has  paid  to  the  Collector  of  Internal  Rev¬ 
enue  at  Birmingham,  Alabama,  on  April 
24.  1942,  the  sum  of  $56.67  pursuant  to 
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said  Order  dated  April  9,  1942,  as  a  con¬ 
dition  precedent  to  the  restoration  of  his 
code  membership. 

Now.  therelore,  it  is  ordered,  That  said 
application  of  R.  B.  Morphew  filed  May 
21, 1942,  for  restoration  of  his  code  mem¬ 
bership  be,  and  the  same  hereby  is, 
granted. 

It  is  further  ordered.  That  said  restora¬ 
tion  of  the  code  membership  of  R.  B. 
Morphew  be  effective  simultaneously  with 
the  effective  date  of  said  order  revoking 
and  cancelling  code  membership. 

Dated:  June  3,  1942. 

[seal]  Dan  H.  Wheeler. 

Acting  Director. 

[P.  R.  Doc.  42-5240;  Filed,  June  4,  1942; 

10:55  a.  m.] 


[Docket  No.  1790-FDl 
South  Pittsburg  Coal  Company 

ORDER  GRANTING  LEAVE  TO  FILE  AMENDED 
AND  SUPPLEMENTAL  COMPLAINT 

The  Bituminous  Coal  Producers  Board 
for  District  No.  13,  complainant  in  the 
above -entitled  matter,  having  by  motion 
dated  May  11,  1942  filed  with  the  Divi¬ 
sion  on  May  18,  1942,  requested  leave  to 
file  its  amended  and  supplemental  com¬ 
plaint  herein;  and 

Said  amended  and  supplemental  com¬ 
plaint  dated  May  11,  1942  having  been 
received  by  the  Division  on  May  18, 1942 ; 
and 

The  Acting  Director  deeming  it  ad¬ 
visable  that  said  motion  for  leave  to  file 
said  amended  and  supplemental  com¬ 
plaint  herein  be  granted: 

Now,  therefore,  it  is  ordered.  That 
leave  be,  and  the  same  hereby  is,  granted 
to  the  complainant  herein  to  file  its 
amended  and  supplemental  complaint 
dated  May  11,  1942  in  the  above-entitled 
matter. 

Dated:  June  2,  1942. 

[seal]  Dan  H.  Wheeler, 

Acting  Director. 

[F.  R.  Doc.  42-5241;  Plied,  June  4,  1942; 

10:54  a.  m.] 


[Docket  No.  1556-FDl 
In  the  Matter  of  Q.  C.  Taylor 

ORDER  APPROVING  AND  ADOPTING  THE  PRO¬ 
POSED  FINDINGS  OF  FACT,  THE  PROPOSED 
CONCLUSIONS  OF  LAW,  AND  RECOMMENDA¬ 
TION  OF  THE  EXAMINER,  AND  ORDER  TO 
CEASE  AND  DESIST 

This  proceeding  was  instituted  upon  a 
complaint  filed  with  the  Bituminous  Coal 
Division  on  February  6,  1941,  by  the 
Bituminous  Coal  Producers  Board  for 
District  No.  7,  pursuant  to  sections  4  II 
(J)  and  5  (b)  of  the  Bituminous  Coal  Act 
of  1937.  The  complaint  alleges  that  Q.  C. 
Taylor,  a  code  member  in  District  No,  7, 
wilfully  violated  the  Bituminous  Coal 
Code  or  the  rules  and  regulations  there¬ 
under,  and  prays  that  the  Division  either 
cancel  and  revoke  the  code  member’s 
membership  in  the  Code  or,  in  its  dis¬ 
cretion,  direct  the  code  member  to  cease 
and  desist  from  violations  of  the  Code 
and  the  rules  and  regulations  there¬ 
under. 


After  due  notice  to  interested  persons, 
a  hearing  in  this  matter  was  held  on 
JEUiuary  22,  1942,  before  Charles  S. 
Mitchell,  a  duly  designated  Examiner  of 
the  Division,  at  a  hearing  room  thereof 
in  Charleston,  West  Virginia.  All  inter¬ 
ested  persons  were  afforded  an  oppor¬ 
tunity  to  be  present,  adduce  evidence, 
cross-examine  witnesses  and  otherwise 
be  heard.  An  appearance  was  entered 
by  code  member  through  counsel. 

Examiner  Mitchell  submitted  on  April 
24,  1942,  his  Report,  Proposed  Findings 
of  Fact,  Proposed  Conclusions  of  Law 
and  Recommendation.  He  found  *tlmt 
Q.  C.  Taylor,  a  code  member  in  District 
No.  7,  operating  the  Taylor  No,  1  Mine, 
Mine  Index  No.  611,  sold,  on  November 
16,  1940,  7.35  tons  of  %"  screenings  and 
coals  produced  at  the  aforesaid  mine  at 
a  price  of  $1.00  per  ton  f.  o.  b.  the  mine. 
The  Examiner  found  that  the  applicable 
minimum  price  established  in  the  Sched¬ 
ule  of  Effective  Minimum  Prices  for  Dis¬ 
trict  No.  7  for  'Truck  Shipment  was  $1.85 
per  ton  f.  o.  b.  the  mine.  The  Exam¬ 
iner  concluded  that  code  member  had 
wilfully  violated  section  4  n  (e)  of  the 
Bituminous  Coal  Act  of  1937.  He  rec¬ 
ommended  that  Taylor  be  required  to 
cease  and  desist  from  violating  the 
schedule  of  effective  minimum  prices 
and  from  otherwise  violating  the  Act, 
the  Code,  and  the  Marketing  Rules  and 
Regulations. 

An  opportunity  was  afforded  to  all 
parties  to  file  exceptions  to  the  Pro¬ 
posed  Findings  of  Fact,  Proposed  Con¬ 
clusions  of  Law  and  Recommendation 
of  the  Examiner,  and  supporting  briefs. 
No  exceptions  or  supporting  briefs  have 
been  filed. 

The  undersigned  has  determined  that 
the  proposed  findings  of  fact  and  pro¬ 
posed  conclusions  of  law  of  the  Exam¬ 
iner  in  this  matter  should  be  approved 
and  adopted  as  the  findings  of  fact  and 
conclusions  of  law  of  the  undersigned. 

Now,  therefore,  it  is  ordered.  That  the 
said  proposed  findings  of  fact  and  pro¬ 
posed  conclusions  of  law  of  the  Examiner 
be,  and  they  hereby  are,  approved  and 
adopted  as  the  findings  of  fact  and  con¬ 
clusions  of  law  of  the  undersigned. 

It  is  further  ordered.  That  Q.  C.  Taylor, 
code  member,  his  representatives,  agents, 
servants,  employees,  attorneys,  successors 
or  assigns,  and  all  other  persons  acting 
or  claiming  to  act  in  his  behalf,  cease 
and  desist  and  they  are  hereby  perma¬ 
nently  enjoined  and  restrained  from  sell¬ 
ing  co8tl  at  prices  below  the  applicable 
effective  minimum  prices  or  from  other¬ 
wise  violating  the  Bituminous  Coal  Act 
of  1937,  the  Bituminous  Coal  Code,  the 
Marketing  Rules  and  Regulations,  and 
the  Schedule  of  Effective  Minimum  Prices 
for  District  No.  7  For  Truck  Shipment. 

It  is  further  ordered.  That  upon  the 
failure  or  neglect  of  the  code  member  to 
comply  with  this  Order,  the  Division  may 
forthwith  apply  to  a  Circuit  Court  of 
Appeals  or  take  other  appropriate  action 
for  the  enforcement  of  this  Order. 

Dated:  Jime  2,  1942. 

[seal]  Dan  H.  Wheeler, 

Acting  Director. 

[F.  R.  Doc.  42-6242;  filed,  Jime  4.  1942; 

10:54  a.  m.] 


[Docket  NO.  A-1409] 

Petition  or  Carl  Nyman 

ORDER  POSTPONING  HEARING 

In  the  matter  of  the  petition  of  Carl 
Nyman,  a  code  member  in  District  No.  20 
for  revision  in  the  minimum  prices  for 
the  coals,  for  truck  shipment,  produced 
from  the  National  Mine  (Mine  Index  No. 
179)  in  District  No.  20,  pursuant  to  sec¬ 
tion  4  n  (d)  of  the  Bituminous  Coal  Act 
of  1937. 

'The  original  petitioner  in  the  above- 
entitled  matter  having  notified  the  Divi¬ 
sion  in  writing  that  he  will  be  unable  to 
attend  or  be  represented  at  the  hearing 
scheduled  herein  on  June  4,  1942,  in 
Washington.  D.  C.;  and 

District  Board  No.  20  having,  on  May 
25,  1942,  filed  herein  a  petition  of  inter¬ 
vention  and  also  a  motion  that  the  hear¬ 
ing  in  this  matter  be  postponed  and  good 
cause  appearing  for  such  postponement; 

Now,  therefore,  it  is  ordered.  That  the 
hearing  in  the  above-entitled  matter  be 
postponed  from  June  4,  1942  until  July 
21.  1942,  at  the  place  heretofore  desig¬ 
nated  and  before  the  officers  heretofore 
designated  to  preside  at  said  hearing. 

The  time  for  filing  petitions  of  inter¬ 
vention  in  the  above-entitled  matter  is 
hereby  extended  until  July  16.  1942. 

Dated:  June  3,  1942. 

[seal]  Dan  H.  Wheeler, 

Acting  Director. 

(F.  R.  Doc.  42-5244;  Filed.  June  4,  1942; 

10:54  a.  m.] 


[Docket  No.  D-201 
Peabody  Coal  Company 

NOTICE  OF  AND  ORDER  FOR  HEARING 

In  the  matter  of  the  application  of 
Peabody  Coal  Company  for  permission  to 
receive  sales  agents’  commissions  on  coal 
sold  to  Crerar  Clinch  Coal  Company; 
Hawthorn  Fuel  Company;  Hawthorn 
Coal  Company;  Cook  County  Coal  and 
Ice  Company,  and  its  subsidiaries,  Ev¬ 
erett  Coal  and  Coke  Company,  Davis 
Coal  and  Coke  Company  and  Suburban 
Ice  and  Fuel  Company;  and  John  P. 
Collins  Fuel  Company. 

The  Peabody  Coal  Company,  a  cor¬ 
poration  organized  under  the  laws  of 
Illinois  with  its  principal  offices  in  Chi¬ 
cago,  Illinois,  acting  as  sales  agent  for 
certain  code  member  producers,  filed  its 
petition  praying; 

1.  For  a  determination  that  the  “own- 
ernship  and  control”,  between  applicant 
and  the  purchasers  listed  below,  as  set 
forth  in  said  petition,  is  bona  fide,  was 
not  established  to  secure  an  indirect 
price  reduction,  and  is  not  within  the 
prohibitions  of  paragraphs  11  and  12  of 
section  4,  Part  H  (i)  of  the  Bituminous 
Coal  Act; 

2.  ‘‘That  commissions  on  the  sales  of 
coal  to  said  purchasers  as  aforesaid  may 
be  allowed  and  paid,  and  petitioner  may 
have  such  other  order  as  may  be  just 
and  equitable.” 

The  purchasers  above  referred  to  are: 

Name  and  address 

Crerar  Clinch  Coal  Company,  Chicago, 
Illinois.  • 


FEDERAL  REGISTER,  Friday,  June  5,  1942 


4283 


Hawthorn  Fuel  Company,  Minneapolis. 
Minnesota.  . 

Hawthorn  Coal  Company,  St.  Louis, 
Missouri. 

Cook  County  Coal  and  Ice  Company, 
and  its  subsidiaries,  Everett  Coal  and 
Coke  Company,  Davis  Coal  and  Coke 
Company,  and  Suburban  Ice  and  Fuel 
Company,  Cook  County,  Illinois. 

John  P.  Collins  Fuel  Company,  Chi¬ 
cago,  Illinois. 

It  is,  therefore,  ordered.  That  a  hear¬ 
ing  on  such  matter  be  held  on  July  8, 
1942,  at  10  a.  m.  in  the  forenoon  of  that 
day,  at  a  hearing  room  of  the  Bituminous 
Coal  Division,  734  15th  Street,  NW., 
Washington,  D.  C.  On  such  day  the 
Chief  of  the  Records  Section  in  Room 
502  will  advise  as  to  the  room  where  such 
hearing  will  be  held. 

It  is  further  ordered.  That  D.  C.  Mc¬ 
curtain  or  any  other  officer  or  officers 
of  the  Division  duly  designated  for  that 
purpose  shall  preside  at  the  hearing  in 
such  matter.  The  officers  so  designated 
to  preside  at  such  hearing  are  hereby 
authorized  to  conduct  said  hearing,  to 
administer  oaths  and  affirmations,  ex¬ 
amine  witnesses,  take  evidence,  to  con¬ 
tinue  said  hearing  from  time  to  time, 
and  to  prepare  and  submit  proposed 
findings  of  fact  and  conclusions  and  the 
recommendation  of  an  appropriate  or¬ 
der  in  the  premises,  and  to  perform  all 
other  duties  in  connection  therewith 
authorized  by  law. 

Notice  of  such  hearing  is  hereby  given 
to  such  petitioner  and  to  any  other  per¬ 
son  who  may  have  an  interest  in  such 
proceeding.  Any  person  desiring  to  be 
heard  at  such  hearing  shall  file  a  notice 
to  that  effect  with  the  Bituminous  Coal 
Division  on  or  before  June  29,  1942,  set¬ 
ting  forth  therein  the  nature  of  his  in¬ 
terest  and  a  concise  statement  of  the 
matter  or  matters  which  he  intends  to 
present.  • 

All  persons  are  hereby  notified  that 
the  hearing  in  the  above-entitled  matter 
and  any  orders  entered  therein  may  con¬ 
cern,  in  addition  to  the  matters  specifi¬ 
cally  alleged  in  the  petition,  other  mat¬ 
ters  necessarily  incidental  and  related 
thereto,  which  may  be  raised  by  amend¬ 
ment  to  the  petition,  petitions  of  inter¬ 
veners,  or  otherwise,  or  which  may  be 
necessary  corollaries  to  the  relief,  if  any, 
granted  on  the  basis  of  this  petition. 

Dated:  June  3,  1942. 

I  SEAL]  Dan  H.  Wheeler, 

Acting  Director. 

IP.  R.  Dec.  42-5243;  Filed,  June  4.  1942; 

10:56  a.  m.] 


General  Land  Office. 

Five-Acre  Tract  Classification  No.  20, 
California 

May  29.  1942. 

On  May  15,  1942,  the  vacant  public 
land  in  the  following-described  area,  in 
the  Los  Angeles,  California,  land  district, 
was  classified  and  opened  by  the  Secre¬ 
tary  of  the  Interior  under  the  five- acre 
act  of  June  1.  1938  (52  Stat.  609;  43 
U.S.C.  682a) ,  for  leasing  as  home,  cabin, 


health,  convalescent,  and  recreational 
sites.  The  classification  does  not  include 
use  of  any  of  the  land  as  camp  or  busi¬ 
ness  sites. 

California  No.  13 

SAN  BERNARDINO,  MERIDIAN 

T.  11  S.,  R.  3  E.,  sec.  22,  lot  1. 

The  land  embraced  in  this  tract  Is 
located  in  San  Diego  County,  approxi¬ 
mately  60  miles  by  road  northeast  from 
San  Diego  and  about  three  miles  east  of 
Lake  Henshaw. 

The  tract  has  been  divided  into  four 
units,  and  is  subject  to  application  ac¬ 
cording  to  such  units,  under  the  five-acre 
act,  based  on  the  above-mentioned  classi¬ 
fication,  by  any  qualified  persons,  in  ac¬ 
cordance  with  43  CFR  257.1-257.25  (Circ. 
1470,  June  10,  1940.)  One  application 
under  the  act  has  been  received. 

The  Register  of  the  Los  Angeles  dis¬ 
trict  land  office  will  make  appropriate 
notations  upon  the  records  of  his  office 
and  acknowledge  receipt  hereof. 

Fred  W.  Johnson, 
Commissioner. 

[P.  R.  Doc.  42-5220;  Piled,*  June  4,  1942; 

9:30  a.  m.] 


CIVIL  SERVICE  COM.MISSION. 

Condition  of  the  Apportionment  at 

Close  of  Business  Saturday,  May  30, 

1942 

Important.  The  apportioned  classified 
Civil  Service  includes  central  offices  phys¬ 
ically  located  in  Washington,  D.  C.,  or 
elsewhere.  Positions  in  local  post  offices, 
customs  districts  and  other  field  services 
outside  of  the  District  of  Columbia  which 
are  subject  to  the  Civil  Service  Act  are 
filled  almost  wholly  by  persons  who  are 
local  residents  of  the  general  community 
in  which  the  vacancies  exist.  It  should 
be  noted  and  understood  that  so  long  as 
a  person  occupies,  by  original  appoint¬ 
ment,  a  position  in  the  apportioned  serv¬ 
ice,  the  charge  for  his  appointment  con¬ 
tinues  to  run  against  his  state  of  original 
residence.  Certifications  of  eligibles  are 
first  made  from  states  which  are  in 
arrears. 


IN  ARREARS 


stale 

Num¬ 
ber  of 
posi¬ 
tions 
to 

which 

entitled 

Number  of  positions 
occupied 

Perma¬ 

nent 

War 

service 

after 

3/15/42 

Total 

1.  Virgin  Islands . 

19 

0 

0 

0 

2.  Puerto  Rico . 

1,401 

54 

0 

54 

3.  Hawaii . 

317 

25 

0 

25 

4.  Alaska . 

54 

14 

0 

14 

5.  California . 

5.179 

1,5,59 

9 

1,  .56,8 

6.  Louisiana . 

1,772 

729 

0 

729 

7.  Michigan . 

3,941 

1, 625 

2 

1,627 

8.  Arizona . 

i  374 

182 

0 

182 

9.  Texas . 

1  4.810 

2,516 

7 

2,52:1 

10.  Georgia . 

!  2, 242 

1,340 

1 

1,341 

11.  Kentucky . 

2,134 

1, 226 

1 

1,227 

12.  Alabama . . 

2,124 

1,258 

5 

1,26:1 

13.  South  Carolina . 

1,424 

865 

1 

866 

14.  Ohio . 

5,179 

3,196 

16 

3,212 

15.  Mississippi . 

1,637 

1,062 

2 

1,064 

16.  Arkansas . 

1,462 

997 

0 

997 

17.  North  Carolina _ 

2,678 

1,928 

1 

1,929 

18.  Nevada . 

83 

59 

1 

60 

19.  New  Jersey . — 

3.119 

2,286 

13 

2,299 

IN  ARREARS— Continued 


State 

Num¬ 
ber  of 
I>osi- 
tions 
to 

which 

entitled 

Number  of  positions 
occupied 

Perma¬ 

nent 

War 

service 

after 

3/15/42 

Total 

20.  Indiana _ _ _ 

2,570 

1,970 

4 

1,974 

21.  Oregon . 

817 

645 

1 

646 

22.  Tennessee . 

2,186 

1,774 

1 

1,775 

23.  New  Mexico . 

399 

.  324 

1 

32,5 

24.  Illinois . 

5,921 

4,847 

7 

4,  8,54 

25.  Florida . 

1,4‘23 

1,189 

5 

1,194 

26.  Connecticut . 

1.282 

1,099 

4 

1, 103 

27.  Idaho . 

.393 

341 

1 

342 

28.  VI  isconsin . 

2,352 

2,048 

7 

2,65,5 

29.  Washington . 

1,302 

1, 137 

3 

1,140 

30.  Delaware . 

200 

176 

1 

177 

31.  Rhode  Island . 

.535 

521 

1 

522 

32.  Vermont . 

269 

263 

1 

264 

IN  EXCESS 


33. 

Pennsylvania . 

7,423 

7,  .568 

8 

7, 576 

34. 

Missouri . 

2,8.38 

2,899 

2 

2,901 

35. 

Utah . 

413 

423 

0 

42:3 

36. 

West  V'irginia . 

1,426 

1,.502 

3 

l,.5a5 

37. 

New  Hampshire... 

368 

391 

1 

392 

38. 

Massachusetts . 

3,236 

3,  448 

7 

3, 4.55 

39. 

Maine . 

635 

700 

1 

701 

40. 

Oklahoma . 

1,7.52 

2,107 

1 

2, 108 

41. 

Colorado . 

842 

1,064 

1 

1,065 

42. 

Minnesota . 

2,094 

2, 674 

7 

2,681 

43. 

Iowa . 

1,903 

2,443 

1 

2,444 

44. 

Montana . 

419 

.544 

1 

545 

4,5. 

VV'yoming . 

188 

248 

0 

248 

46. 

New  York . 

10, 106 

13,698 

31 

13, 729 

47. 

Kansas  . . 

1,3.50 

1,994 

1 

1,995 

48. 

North  Dakota . 

481 

7:34 

0 

734 

49. 

Virginia . 

2,008 

3,309 

3 

3,312 

50. 

South  Dakota . 

482 

890 

1 

891 

51. 

Nebraska  . 

987 

1,9.53 

2 

1,9.55 

52. 

Maryland. . 

l,3(i5 

3,  607 

4 

3, 61 1 

53. 

District  of  Colum- 

bia . 

497 

10,883 

6 

10,889 

Gains . ! .  8,116 

Losses . . .  851 

Total  appointments .  100,511 


Gains . ! .  6,116 

Losses . . .  851 

Total  appointments .  100,511 


Note. — Number  of  employees  occupyinK  api>ortione(l 
positions  who  are  excluded  from  the  apportionment 
figures  under  Sec.  3,  Rule  VII,  and  the  Attorney  General’s 
Opinion  of  August  25, 1934,  22,14.1. 

By  direction  of  the  Commission. 
[SEAL]  L.  A.  Moyer, 

Executive  Director 
and  Chief  Examiner. 

|F.  R.  Doc.  42-5218;  Piled,  June  4.  1942; 
9:16  a.  m.J 


FEDERAL  COMMUNICATIONS  COM¬ 
MISSION. 

[File  No.  T3-PE-43451 
Geotechnical  Corporation 

In  re  application  of  The  Geotechnical 
Corporation  (New),  dated  May  8,  1941; 
class  of  service,  experimental;  class  of 
station.  Class  2  (Geological) ;  location, 
portable-mobile. 

Operating  assignment  specified:  fre¬ 
quencies,  61,000,  62,000,  63,000,  64,000, 
65,000,  66,000  kcs.;  power,  5  watts;  emis¬ 
sion,  special  for  frequency  modulation; 
hours  of  operation,  intermittent  (day 
only) . 

You  are  hereby  notified  that  the  Com¬ 
mission  has  examined  the  above  de¬ 
scribed  application  and  has  designated 
the  matter  for  hearing  for  the  following 
reasons: 

1.  To  determine  the  legal,  technical, 
financial  and  other  qualifications  of  the 
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applicant  to  construct  and  operate  the 
proposed  stations. 

2.  To  determine  the  exact  program  of 
experimentation  proposed. 

3.  To  determine  the  suitability  of  the 
frequencies  61,000,  62,000,  63,000,  64,000, 
65,000,  and  66,000  kilocycles  for  geophys¬ 
ical  service. 

4.  To  determine  whether  interference 
would  result  to  other  services  from  use 
of  the  requested  frequencies  for  geophys¬ 
ical  service  as  proposed. 

5.  To  determine  whether  or  not  the 
Commission’s  Rules,  particularly  those 
governing  miscellaneous  radio  services, 
should  be  amended  so  as  to  provide  for 
use  of  these  frequencies  for  geophysical 
radio  service. 

The  application  involved  herein  will 
not  be  granted  by  the  Commission  unless 
the  Issues  listed  above  we  determined  in 
favor  of  the  applicant  on  the  basis  of  a 
record  duly  and  properly  made  by  means 
of  a  formal  hearing. 

The  applicant  is  hereby  given  the  op¬ 
portunity  to  obtain  a  hearing  on  such  is¬ 
sues  by  filing  a  written  appearance  In 
accordance  with  the  provisions  of  §  1.382 

(b)  of  the  Commission’s  Rules  of  Prac¬ 
tice  and  Procedure.  Persons  other  than 
the  applicant  who  desire  to  be  heard  must 
file  a  petition  to  intervene  In  accordance 
with  the  provisions  of  §  1.102  of  the  Com¬ 
mission’s  Rules  of  Practice  and  Pro¬ 
cedure. 

The  applicant’s  address  is  as  follows: 
The  Geotechnical  Corporation,  1702 
Tower  Petroleum  Building,  Dallas, 
Texas. 

Research  Laboratory,  P.  O.  Box  M, 
Lincoln,  Massachusetts. 

Dated  at  Washington,  D.  C.,  June  1, 
1942. 

By  the  Commission. 

[seal]  T.  J.  Slowie, 

Secretary. 

(F.  R.  Doc.  42-5233;  PUed,  June  4.  1942; 

10:56  a.  m.] 


OFFICE  OF  DEFENSE  TRANSPORTA- 
TION. 

(Amendment  1  to  Special  (Xtler  O.  D.  T. 
No.  B-1] 

New  York  City- Washington,  D.  C.  Mo¬ 
tor  Passenger  Service  Coordination 

Directing  coordinated  operation  of 
passenger  carriers  by  motor  vehicle  be¬ 
tween  New  York,  New  York  and  Wash¬ 
ington,  D.  C. 

Upon  further  consideration  of  the  ap¬ 
plication  for  authority  to  coordinate  mo¬ 
tor  vehicle  service  In  the  transiiortation 
of  passengers,  filed  with  this  Office  by 
Safeway  Trails,  Inc,,  Wsishington,  D.  C., 
Eastern  Trails,  Inc.,  Washington,  D.  C., 


Quaker  City  Bus  Company,  Camden,  New 
Jersey,  and  Pennsylvania  Greyhound 
lines,  Inc.,  Cleveland,  Ohio,  paragraphs 
numbered  2  and  3  of  Special  Order 
O.  D.  T.  No.  B-1  *  are  hereby  amended  as 
follows: 

2.  (a)  Eastern  'Trails,'  Inc.,  through 
lease  or  other  arrangement,  is  directed 
to  make  available  to  the  other  carriers 
its  operating  authority  within  the  State 
of  New  Jersey  on  the  routes  now  served 
by  such  other  carriers. 

(b)  Pennsylvania  Greyhound  Lines, 
Inc.,  Is  directed  to  suspend  its  service 
over  U.  S.  Highway  No.  1  between  Phil¬ 
adelphia,  Pennsylvania,  and  Baltimore, 
Maryland,  and  by  lease  or  other  arrange¬ 
ment  to  transfer  to  Safeway  Trails,  Inc., 
and  Eastern  Trails,  Inc.,  its  operating 
authority  on  such  route  between  and 
within  the  States  of  Pennsylvania  and 
Maryland.  Safeway  Trails,  Inc.,  through 
lease  or  other  arrangement,  is  directed 
to  make  available  to  Eastern  Trails,  Inc., 
its  operating  authority  on  such  route 
within  the  States  of  Pennsylvania  and 
Maryland. 

(c)  Safeway  Trails,  Inc.,  is  directed 
to  suspend  its  service  over  the  U.  S.  High¬ 
way  Nos.  13  and  40  between  Philadelphia, 
Pennsylvania,  and  Baltimore,  Maryland, 
and  by  lease  or  other  arrangement  trans¬ 
fer  to  Pennsylvania  Greyhound  Lines, 
Inc.,  its  operating  authority  on  such 
route. 

(d)  Pennsylvania  Greyhound  Lines, 
Inc.,  through  lease  or  other  arrangement, 
is  directed  to  make  available  to  Safeway 
Trails,  Inc.,  and  Eastern  Trails,  Inc.,  its 
operating  authority  within  the  State  of 
Maryland,  on  the  routes  now  served  by 
such  carriers  between  Baltimore,  Mary¬ 
land,  and  Washington,  D.  C. 

3.  Safeway  Trails,  Inc.,  Eastern  Trails, 
Inc.,  Quaker  City  Bus  Company,  and 
Pennsylvania  Greyhound  Lines,  Inc., 
forthwith  shall  file: 

(a)  With  the  Interstate  Commerce 
Commission  and  with  each  appropriate 
State  regulatory  body,  and  publish,  in 
accordance  with  law,  and  continue  in 
effect  until  further  order,  tariffs  or  ap¬ 
propriate  supplements  to  filed  tariffs,  set¬ 
ting  forth  the  changes  in  the  fares, 
charges,  operations,  rules,  regulations 
and  practices  of  each  carrier,  which  will 
be  required  to  comply  with  the  provisions 
of  this  order,  and  forthwith  shall  apply 
to  said  Commission  and  regulatory  bodies 
for  special  permission  for  such  tariffs  or 
supplements  to  become  effective  on  one 
day’s  notice;  and 

(b)  With  the  Interstate  Commerce 
Commission  and  with  each  appropriate 
State  regulatory  body  a  notice  describ¬ 
ing  the  operations  which  will  be  sus¬ 
pended  by  each  carrier  in  compliance 
with  the  provisions  hereof,  together  with 
a  true  copy  of  this  order. 


*  7  PJl.  3863. 


This  amendment  shall  become  effec¬ 
tive  June  3,  1942. 

Issued  at  Washington,  D.  C.,  this  2d  day 
of  June  1942. 

Joseph  B.  Eastman, 
Director  of  Defense  Transportation. 

(P.  R.  Doc.  42-5251;  Piled,  June  4,  1942; 
11:29  a.  m.] 


OFFICE  OF  PRICE  ADMINISTRATION. 

[Order  2  imder  Supplementary  Regulation 
1  *  to  General  Maximum  Price  Regulation  ] 

J.  B,  Shelnutt  Salvage  Company 

APPROVAL  OF  registration;  EXCEPTION 
GRANTED 

An  opinion  in  support  of  this  order  has 
been  issued  simultaneously  herewith  and 
has  been  filed  with  the  Division  of  the 
Federal  Register. 

The  following  company  has  registered 
with  and  been  approved  by  the  Office  of 
Price  Administration  as  engaging  solely 
in  the  reconditioning  and  sale  of  dam¬ 
aged  commodities  received  from  insur¬ 
ance  companies,  transportation  com¬ 
panies  or  agencies  of  the  United  States 
Government: 

J.  B.  Shelnutt  Salvage  Co.,  105-107-109 
N.  Bullitt  Street,  Louisville,  Kentucky. 

Pursuant  to  the  authority  vested  In 
the  Administrator  by  the  Emergency 
Price  Control  Act  of  1942  it  is  hereby 
ordered: 

(a)  That  sales  or  deliveries  by  the 
J.  B.  Shelnutt  Salvage  Co.,  Louisville, 
Kentucky  be,  and  the  same  hereby  are 
excepted  from  the  General  Maximum 
Price  Regulation  in  accordance  with 
§  1499.26  (b)  (1)  of  Supplementary  Reg¬ 
ulation  No.  1  to  the  General  Maximum 
Price  Regulation. 

(b)  This  Order  No.  2  shall  become 
effective  June  4,  1942. 

Issued  this  3d  day  of  June  1942. 

Leon  Henderson, 
Administmtor. 

[P.  R.  Doc.  42-5216;  PUed,  June  3,  1942; 
4:59  p.  m.] 


SECURITIES  AND  EXCHANGE  COM¬ 
MISSION. 

(File  No.  70-5531 

Utilities  Power  &  Light  Operating 
Corporation 

NOTICE  REGARDING  FILING 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission  held  at  its 
office  in  the  City  of  Philadelphia,  Pa.,  on 
the  2d  day  of  June  1942. 

Notice  is  hereby  given  that  a  declara¬ 
tion  has  been  filed  with  this  Commission 
pursuant  to  the  Public  Utility  Holding 


*7  F.R.  3158.  8488. 
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Company  Act  of  1935  by  the  above- 
named  party;  and 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  June 
19,  1942,  at  5:30  P.  M.,  E.  W.  T.,  request 
the  Commission  in  writing  that  a  hear¬ 
ing  be  held  on  such  matter,  stating  the 
reasons  for  such  request  and  the  nature 
of  his  interest,  or  may  request  that  he 
be  notified  if  the  Commission  should  or¬ 
der  a  hearing  thereon.  At  any  time 
thereafter  such  declaration,  as  Wed  or 
as  amended,  may  become  effective,  as 
provided  in  Rule  U-23  of  the  Rules  and 
Regulations  promulgated  pursuant  to 
said  Act  or  the  Commission  may  exempt 
such  transaction  as  provided  in  Rules 
U-20  (a)  and  U-100  thereof.  Any  such 
request  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
18th  and  Locust  Streets,  Philadelphia, 
Pa. 

All  interested  persons  are  referred  to 
said  declaration  which  is  on  file  in  the 
office  of  said  Commission,  for  a  statement 
of  the  transaction  therein  proposed, 
which  is  summarized  below: 

Utilities  Power  &  Light  Operating  Cor¬ 
poration,  a  wholly-owned  subsidiary  of 
Ogd«n  Corporation  which  is  a  registered 
holding  company,  proposes  to  dissolve 
and  to  distribute  its  remaining  assets, 
consisting  of  cash  and  an  account  re¬ 
ceivable  and  aggregating  $10,000,  to 
No.  110 - 6 


Ogden  Corporation  as  a  liquidating 
dividend. 

The  declaration  recites  that  the  Com¬ 
pany  considers  section  12  (c)  of  the  Act 
and  Rule  U-46  as  being  applicable  to  the 
transaction. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  42-5221;  Filed,  June  4,  1942; 
9:30  a.  m.] 


[File  No.  70-5541 

Derby  Gas  &  Electric  Corporation 

NOTICE  REGARDING  FILING 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission  held  at  its 
office  in  the  City  of  Philadelphia,  Pa., 
on  the  2nd  day^of  June  1942. 

Notice  is  hereby  given  that  an  appli¬ 
cation  has  been  filed  with  this  Commis¬ 
sion  pursuant  to  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935  by  the  above- 
named  party;  and 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  June 
19,  1942,  at  5:30  P.  M..  E.  W,  T..  request 
the  Commission  in  writing  that  a  hear¬ 
ing  be  held  on  such  matter,  stating  the 
reasons  for  such  request  and  the  nature 
of  his  interest,  or  may  request  that  he 


be  notified  If  the  Commission  should  or¬ 
der  a  hearing  thereon.  At  any  time 
thereafter  such  application,  as  filed  or  as 
amended,  may  become  effective,  as  pro¬ 
vided  In  Rule  U-23  of  the  Rules  and  Reg¬ 
ulations  promulgated  pursuant  to  said 
Act  or  the  Commission  may  exempt  such 
transaction  as  provided  in  Rules  U-20  (a) 
and  U-100  thereof.  Any  such  request 
should  be  addressed:  Secretary,  Securi¬ 
ties  and  Exchange  Commission,  18th  and 
Locust  Streets,  Philadelphia,  Pa. 

All  interested  persons  are  referred  to 
said  application,  which  is  on  file  in  the 
office  of  said  Commission,  for  a  state¬ 
ment  of  the  transaction  therein  pro¬ 
posed,  which  is  summarized  below: 

Derby  Gas  &  Electric  Corporation,  a 
subsidiary  of  Ogden  Corporation  which  is 
a  registered  holding  company,  proposes 
to  acquire  48  shares  of  common  stock, 
without  par  value  of  The  Derby  Gas  and 
Electric  Corporation  of  Connecticut,  a 
corporation  of  the  State  of  Connecticut, 
for  $1,016.40  in  cash. 

The  application  recites  that  the  Com¬ 
pany  considers  sections  9  (a)  and  10  of 
the  Act  as  being  applicable  to  the  trans¬ 
action. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  42-5222;  Filed,  June  4,  1942; 

9:31  a:  m.] 


